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Current  Events 


Salient  Poinfs  in 
the  Sfafe  Address 

Sjahrir 


IT  was  extraordinary.  The  whole  speech 
of  President  Soeharto  before  Parlia- 
ment on  August  16,  1991  was  excellent. 
Whatever  had  weighed  on  our  minds,  was 
answered  thoroughly  by  President  Soeharto 
in  a  gracious  way.  In  his  Speech  the  President 
accurately  explained  several  matters  related 
to  globalisation,  and  at  once  showed  us  how 
to  respond  to  this  process  besides  anti- 
cipatory steps  that  should  be  taken.  He  also 
emphasised  the  importance  of  maintaining 
unity,  to  prevent  national  disintegration  by 
inforcing  the  process  of  social  integration. 
President  Soeharto  also  explicitly  asked  for 
the  deferment  of  projects  needing  very  large 
funds,  because  the  current  economy  lacks 
the  ability  to  bear  this  burden. 

Now  all  problems  mentioned  above  are 
left  up  to  the  Presidential  assistants:  ihey 

This  article  is  translated  from  the  original  version  in 
Indonesian  ("Tema-iema  Bogus  da/am  Pidato  Presi- 
den")  which  appeared  in  Suara  Karya.  19  August 
1991. 


will  be  responsible  for  translating  the 
Presidential  directives  into  economic  policies 
and  state  conceptions  in  managing  the  life  of 
the  state  and  the  nation. 

Mega  Projects 

One  of  the  dominant  topics  in  the  Presi- 
dential speech  was  related  to  the  economic 
field,  in  particular  the  high  growth  rate  of  in- 
vestments that  had  heated  the  economic 
machinery.  There  was  indeed  some  over- 
heating. Afterwards  the  President  very  clear- 
ly reminded  the  nation  to  really  be  on  guard 
against  commercial  private  offshore-loans, 
which  have  been  increasing  considerably 
recently  as  a  means  of  financing  large  pro- 
jects which  require  large  amounts  of  foreign 
exchange. 

Even  thought  it  was  heralded  that  the 
repayment  of  private  offshore-loans  would 
not  burden,  the  government,  it  does  not 
follow  that  it  should  be  allowed,  because 
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these  commercial  loans  remain  short-term 
ones  in  order  to  finance  projects,  which  will 
only  yield  in  long  terms.  So  there  is  a  miss- 
match  here. 

This  is  the  reason  why  the  President  gave 
a  very  clear  signal  to  defer  large  projects 
which  are  known  as  mega  projects.  What  is 
meant  here  are  projects  related  to  Per- 
tamina,  Garuda  Indonesia,  Industri  Pesa- 
wat  Terbang  Nusantara  (Nusantara  Air- 
plane Industries),  including  the  olefin  pro- 
ject and  projects  Exxor  I  to  V.  Only  the 
LNG  (Liquefied  Natural  Gas)  Train  F  Pro- 
ject in  Bontang  cannot  be  deferred  because  it 
has  reached  the  stage  of  processing,  which 
cannot  be  put  off. 

The  President  himself  reminded  the  na- 
tion of  the  very  high  current  account  deficit 
of  the  balance  of  payment.  He  forgot  to 
mention  that  fortunately  this  high  deficit  oc- 
curred at  the  time  when  Indonesia  profited 
from  two  phenomena.  First,  a  high  bank 
balance  caused  by  revenues  from  private 
offshore-loans,  so  that  foreign  exchange 
reserves  controlled  by  Bank  Indonesia  were 
not  drained  and  were  able  to  cover  this 
deficit.  Second,  there  was  the  windfall  pro- 
fit from  oil  resulting  from  the  Gulf  War.  If  it 
had  not  been  for  the  Gulf  War,  the  current 
account  deficits  could  easily  have  reached 
6.5  billion  US  dollars  by  the  end  of  the 
1990/91  fiscal  year.  With  such  a  high  deficit, 
it  would  be  very  difficult,  if  not  impossible, 
to  maintain  external  stability. 

Consolidation 

All  parties  should  consolidate  themselves 
in  the  current  critical  situation,  through 
reassessment  of  each  level  of  efficiency,  in 
the  banking  as  well  as  in  the  real  sectors. 
Both  need  an  intensive  consolidation. 


In  consolidating,  Indonesia  should  not 
make  rapid  strides.  Its  economy  has  proven 
to  have  a  problem  with  a  high  growth  rate. 
The  President  quoted  the  figure  of  7.4  per 
cent  for  1990,  which  was  at  the  same  level  as 
1989.  This  experience  naturally  indicates 
that  Indonesia  cannot  reach  an  annual 
growth  rate  of  10  per  cent  like  Thailand  or 
other  countries  with  such  high  growth  rates. 
The  symptom  of  overheating  is  evident  from 
the  asset  price  inflation  which  bounced  up 
very  sharply.  There  is,  for  instance,  the  soar- 
ing prices  of  land  and  the  stock  market 
which  has  declined  during  the  last  two  years. 
All  this  has  made  a  formidable  impact  on  the 
economy. 

This  situation  calls  for  a  consolidation. 
The  stock  market,  for  example,  should  be 
able  to  render  its  trade  transactions  efficient- 
ly with  the  PT  Bursa  Efek  Jakarta  (Stock 
Exchange  Company  in  Jakarta)  which  soon 
will  be  established.  Improvements  are 
needed  in  order  to  pretect  investors,  especial- 
ly foreign  investors.  Investment  trusts 
should  also  be  established.  In  the  monetary 
field,  consolidation  should  of  course  make 
the  1991  February  Package  function  in  the 
best  possible  way,  and  stabilise  the  control 
of  banks,  in  line  with  the  purpose  of  the 
February  Package. 

Economic  Growth 

Slowing  down  the  overheated  economy 
has  of  course  the  consequence  of  a  lower 
economic  growth  this  year  compared  with 
1989  and  1990.  After  all,  one  should  not 
forget  that  the  government's  target  is  5  per 
cent  a  year.  For  two  consecutive  years  In- 
donesia has  enjoyed  a  high  growth  rate  of 
7.4  per  cent.  Hence  it  would  be  all  right  to 
have  only  5  or  5.5  per  cent  this  year. 
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However,  this  period  should  really  be  ex- 
ploited for  consolidation,  in  order  that  past 
bad  experiences  should  not  recur.  The 
criterion  of  success  of  this  consolidation  will 
be  the  extent  to  which  all  lines  of  the 
economy  have  become  much  more  efficient 
than  before.  The  agents  of  economy  and  all 
economic  institutes  are  very  much  in  need  of 
consohdation.  So  far  there  has  been  little 
consolidation.  There  have  only  been  too 
rapid  breakthroughs. 

There  is  no  need  to  feel  apprehensive  that 
there  will  be  no  investments  this  year.  There 
always  will  be.  It  is  only  necessary  to  prevent 
overheated  investments.  Indonesia  faces  the 
contraints  of  limited  infrastructure,  like  elec- 
tricity, telephone,  harbors,  and  transporta- 
tion. It  is  investment  in  infrastructure  that 
should  be  accelerated.  Giving  priority  to  in- 
vestment in  infrastructure,  besides  improv- 
ing the  infrastructure  will  play  a  great  role, 
and  reduce  overheating,  and  have  a  large 
positive  impact  on  economic  growth  as  well. 

The  Consistency  of  Deregulafion 

The  President  also  pointed  out  that 
checks  should  be  conducted  on  the  benefit  of 
subsidies.  As  for  the  Refined  Fuel  Oil  (BBM) 
subsidy,  this  has  already  been  discontinued 
by  the  government.  What  needs  to  be  ex- 
amined now  is  protection  for  certain  eco- 
nomic agents  through  government  regula- 
tions, by  which  the  pubhc  at  large  will  have 
to  pay  a  subsidy  for  the  high  prices  of  goods 
and  services.  For  instance,  the  regulation 
"to  grant"  a  captive  market  to  certain 
groups.  Business  regulations  of  export  and 
import  embargoes,  etc.  also  need  to  be  ex- 
amined. A  quite  interesting  illustration  is 
what  the  government  calls  the  improvement 
of  the  1991  June  Package.  Why  does  this  im- 


provement result  in  an  increase  of  import 
duties  for  certain  commodities,  while  for 
other  commodities  it  resuhs  in  a  decrease  of 
import  duties?  Why  are  both  contradictory 
measures  called  improvement? 

This  improvement  is  precisely  in  con- 
tradition  with  the  principle  of  deregulations. 
A  case  in  point  is  the  import  embargo  for 
trade  vehicles  category  I  to  III,  and  the  in- 
crease of  import  duty  tariffs  for  soybean 
meal. 

Monetary-Fiscal 

It  is  fitting  that  the  President  said  that 
adjustments  to  fiscal  and  monetary  policies 
should  be  made  for  the  sake  of  economic 
stability.  Fiscally  it  should  be  acknowledged 
that  Indonesia's  budget  has  increasingly  less 
expansional  capacity.  There  are  two  main 
reasons  for  this.  First,  the  increased  impor- 
tance of  taxation  has  caused  contractions 
which  have  resulted  in  a  decrease  in  savings 
and  consumption  of  the  society  as  well  as  of 
private  investment.  Second,  the  payment  of 
interest  and  reinbursement  of  foreign  loans 
also  had  caused  contractions  because  of  the 
money  outflow.  Because  of  the  budget 
limitations,  each  rupiah  needs  to  be  utilised 
much  more  eficiently  than  before. 

In  the  monetary  field,  people  now  realise 
that  the  value  of  money  is  high  due  to  the 
high  interest  rate.  Because  of  the  expensive 
money,  it  is  not  proper  that  certain  circles 
exactly  acquire  cheap  money  in  the  form  of 
liquidity  credits. 

Concluding  Remarks 

The  President  did  not  elaborate  on  his 
state  address.  But  it  is  a  very  poignant  fact 
that  the  President  has  asked  explicitly  to 
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defer  the  mega  projects.  Those  who  would 
like  to  have  these  projects  continued,  will  of 
course  at  any  rate  do  their  utmost  to  ac- 
complish this. 

It  is  for  the  Presidential  assistants  to 


carry  out  improvements  as  soon  as  possible, 
in  line  with  the  President's  address.  It  should 
be  realised  that  public  opinion,  after  listen- 
ing to  the  state  address,  surely  will  demand 
that  the  salient  points  of  this  speech  be  im- 
mediately implemented. 


South  China  Sea  Conflict: 
A  Challenge  to  Indonesia's  Active  Foreign  Policy 

Rizal  Sukma 


INDONESIA  seems  to  show  that  it  is  se- 
rious about  becoming  a  mediator  in 
looking  for  a  solution  of  the  South  Chi- 
na Sea  conflict.  After  succeeding  in 
organizing  an  informal  first  meeting,  which 
was  participated  in  by  ASEAN  officials  and 
academicians  in  Bali  on  the  23  rd  and  the 
29th  January,  1990  from  the  15th  through 
the  I8th  of  July,  1991  Indonesia  was  once 
more  the  host  for  the  workshop  that  dis- 
cussed the  second  South  China  Sea  Con- 
ference in  Bandung.  This  meeting  was  still 
an  informal  one  and  this  time  it  involved 
China,  Vietnam  and  Taiwan.  Their  presence 
was  quite  important  because  these  three 
states  had  the  strongest  claims  on  the  dis- 
puted islands  in  this  region. 

As  expressed  once  by  the  Foreign  Minis- 
ter, Ali  Alatas,  in  the  Bali  Conference,  In- 
donesia is  of  the  opinion  that  it  would  be 


more  useful  if  a  conference  of  this  kind  were 
used  as  a  forum  to  look  for  opportunities  of 
cooperating  among  disputing  nations,  rather 
than  focussing  their  attention  upon  potential 
conflicts.^  For  the  time  being,  the  opinion  of 
Foreign  Minister  Ali  Alatas  and  the  aim  of 
the  conference  were  quite  correct  because  the 
most  important  problem  at  this  moment  is 
how  to  prevent  non- military  conflicts  from 
becoming  military  conflicts  in  the  future. 
The  question  that  often  arises  for  Southeast 
Asian  Countries  is  who  will  possibly  start  a 
military  conflict  in  this  region  in  the  future? 

China  and  Vietnam  are  two  states  that 
were  engaged  in  two  battles  in  the  South 
China  Sea,  first  in  1974  in  the  Paracel 


'Aii  Alatas,  "Managing  the  Potentials  of  the  South 
China  Sea,"  Indonesian  Quarterly,  no.  2  (Second 
Quarter,  1990):  114-115. 
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Islands,  and  in  1988,  in  the  Spratley 
Islands.^  His  essay  will  focus  on  the  posi- 
tion, interests,  and  tendencies  of  the  Chinese 
People's  Republic  military  in  this  territory. 
It  will  conclude  with  the  challenges  faced  by 
Indonesia  as  the  initiator  of  the  peace 
dialogues  in  the  South  China  Sea. 

China's  Position  and  Interests 

China's  claim  (in  addition  to  Taiwan's) 
includes  all  the  island  groups  in  the  South 
China  Sea,  namely  the  Paracel  Islands  that 
are  called  Xisha  (Western  Islands)  in 
Chinese,  the  Spratley  Islands,  or  Nansha 
(Southern  Islands).  Macclecfield  Bank,  or 
Zhungsha  (Central  Islands),  and  the  Pratas 
Islands,  or  Dungsha  (Eastern  Islands).^ 
The  explicit  claim  of  the  Chinese  People's 
Republic  to  the  four  island  groups  was  ini- 
tially laid  on  August  5 ,  1 95 1 ,  prior  to  the  San 
Francisco  Peace  Conference  in  September, 
1951,  that  revoked  Japan's  claim  to  the 
Spratley  and  Paracel  Islands  without  any 
clarification  to  whom  both  island  groups 

^Who  it  was  who  started  the  battle  of  1988,  is  a  topic 
of  heated  debate.  On  this  matter,  see  Lee  Lai-To, 
"Managing  Potential  Conflicts  in  the  South  China  Sea: 
Political  and  Security  Issues,"  Indonesian  Quarterly 
XVIII,  no.  2  (Second  Quarter,  1990):  157.  On  Viet- 
nam's charge  that  it  was  China  that  started  the  attack 
and  provocative  action,  see'  Daily  Report  East  Asia, 
Foreign  Broadcast  Information  Service,  March  14, 
1988,  55;  March  15,  1988,  64;  March  16,  1988,  51,-52; 
March  17,  1988;  47-48,  March  18,  1988,  43-44.  On 
China's  charge  that  it  was  Vietnam  that  started  pro- 
vocative acts  see  i.a.  Ji  Guoxing,  "China's  Prospective 
Relations  with  ASEAN  Countries  after  the  Kam- 
puchean  Settlement,"!  The  Korean  Journal  of  Interna- 
tional Studies  XXI,  no.  3  (Autumn,  1990):  288-290. 

'Coracon  Morales  Siddayao,  The  Off-shore  Petro- 
leum Resources  of  Southeast  Asia:  Potential  Cor\flicts 
Situations  and  Related  Economic  Considerations  (Kua- 
la. Lumpur:  OXfor  University  Press,  1978),  85-86. 


were  to  be  ceded.  The  then  Chinese  Foreign 
Minister,  Zhou  Enlai,  emphasised  that 
"whatever  the  agreement  reached  at  this 
conference,  China's  sovereignty  over  the 
South  China  Sea  was  a  fact  that  could 
neither  be  violated  nor  disputed".'* 

The  unique  thing  was  that  the  People's 
Republic  of  China's  (PRC's)  claim  was  a 
continuation  of  that  of  the  Nationalist 
Chinese  Government  since  France's  occupa- 
tion of  nine  small  islands  in  the  South  China 
Sea  on  July  25,  1933  until  subsequently 
Japan  succeeded  in  ejecting  France  and  oc- 
cupying the  Paracel  and  Spratley  Islands  in 
1939.^  After  Japan's  defeat  in  World  War 
II,  the  Nationalist  Chinese  Government  took 
over  both  territories  and  stationed  troops  on 
Taiping  Island.^  Nationalist  China  laid  the 
claim  on  the  grounds  of  historical  factors, 
namely  possession  and  exploitation  of  the 
islands  by  the  Chinese  since  the  period  of  the 
Han  Dynasty  (beginning  about  206  BC)  in 
addition  to  evidence  from  the  Sung 
(960-1279)  and  the  Yuan  Dynasties  (1282). 
The  reasons  for  this  historical  possession 
and  exploitation  have  also  been  the  basis  for 
China's  claim  until  now. 

In  view  of  the  claims  that  were  largely 
based  on  historical,  rather  than  valid  legal 
factors,  apparently  there  are  other  con- 
siderations that  prompt  China  to  take  efforts 
to  control  the  South  China  Sea.  First,  there 
are  the  economic  considerations.  This  region 
presumably  has  billions  of  tons  of  offshore 
oil  and  gas,  and  has  a  deposit  of  mineral 

"•Martin  H.  Katchen,  The  Spratley  Islands  and  the 
Law  of  the  Sea:  'Dangerous  Ground'  for  Asian  Peace," 
Asian  Survey  vol.  XVII,  no.  12  (December  1977),  1179. 

'P.  Lewis  Young,  "China  and  the  South  China  Sea" 
Asian  Defence  Journal,  1  (July  1986):  26. 

^Ibid. 
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resources  like  iron,  copper,  manganese, 
aluminium,  and  other  maritime  resources 
like  green  turtles,  Spanish  fish,  and  sea 
cucumbers.^ 

Second,  there  are  strategic  considera- 
tions. The  South  China  Sea  region  has  quite 
a  strategic  significance  as  a  sea  passage  close 
to  the  Malacca  Straits,  and  it  connects  the 
Pacific  and  Indian  Oceans.  Control  over  this 
territory  is  significant  for  China  in  offering 
protection  for  its  ever  increasing  merchant 
fleet. 

Third,  political  considerations  in  con- 
nection with  the  claim  to  Taiwan.  The  obses- 
sion to  reunite  Taiwan  with  Mainland  China 
is  one  of  China's  most  important  national 
goals.  Besides  the  matter  of  "national 
pride"  control  of  Taiwan  means  that  China 
can  control  the  Taiwan  Straits,  which  con- 
nects the  southern  with  the  eastern  and  nor- 
thern regions  of  China.  In  this  way,  claims 
to  the  entire  South  China  Sea  lends  force  to 
the  assertion  that  Taiwan  is  part  of  Chinese 
territory. 

Fourth,  there  are  security  considera- 
tions. Communist  China  is  very  well  aware 
of  the  past,  which  did  not  pay  serious  atten- 
tion to  maritime  security.  The  scant  atten- 
tion paid  to  the  prevention  of  maritime 
threats  facilitated  penetrations  of  the 
Western  imperialists  who  succeeded  subse- 
quently in  overthrowing  the  Chinese  im- 
perial system.  From  the  period  of  conflicts 
with  the  two  superpowers  and  Vietnam, 
especially  the  containment  of  Moscow 
and  Hanoi  through  the  manoevres  of  the 
Soviet  warships  along  the  Vladivostok- 
Paracel-Spratly-Cam  Ran  Bay  line,  many 
things  were  studied  by  China  regarding 


''Ji  Guoxing,  "China's  Prospective,"  288. 


significance  of  controlling  the  sea  lanes  of 
communications  around  the  coastal  region 
to  enhance  security.  China  has  quite  a 
strategic  location  for  monitoring  the  ac- 
tivities of  the  Vietnamese  and  Soviet  seas  if 
these  two  powers  should  once  more  threaten 
China's  security. 

China's  great  interest  in  the  South  China 
Sea  may  also  be  observed  from  its  military 
activities  in  this  region.  Since  the  battle  of 
March,  1988,  several  units  of  the  air  force  of 
the  Northern  Sea  Fleet  and  the  Eastern  Sea 
Fleet  have  been  moved  to  this  area.^  The 
Southern  Sea  and  the  Eastern  Sea  Fleets  that 
were  based  in  Zhanjiang  were  supported  by 
two  squadrons  of  submarines,  two  squa- 
drons of  escortships,  one  squadron  of  mine- 
sweapers,  one  squadron  of  amphibies,  three 
hundred  and  twenty  patrol  boats  and  coast 
battleships,  and  one  brigade  of  marines.^ 
Prior  to  this,  the  Southern  Chinese  Fleet  had 
also  been  fortified  by  six  thousand  addi- 
tional troops  that  had  been  transferred  from 
the  army  units  and  that  were  stationed  in 
Zhanjiang,  Guandong  Province.'^ 

Since  the  possession  of  this  territory 
became  a  point  of  dispute,  China  has  twice 
deployed  military  forces  to  add  force  to  its 
claim,  namely  in  1974  and  1988.  In  January, 
1974,  Beijing  was  engaged  in  a  military  con- 
flict with  Saigon,  and  managed  to  control 
the  Paracel  Islands  after  successfully  routing 
the  South  Vietnamese  troops  to  the  Spratly 
Islands.  In  the  second  battle  of  March  1988, 
China  succeeded  in  occupying  two  coral 
islands.  Fiery  Cross  and  Cuarteron,  and  a 
few  other  islands  in  the  Spratlies  after  sink- 

*.Tai  Ming  Cheung,  Growth  of  Chinese  Naval 
Power  (Singapore  ISEAS,  1990),  32. 

^Military  Balance  1990-1991   (London:  IISS,  1990). 

'"Tai  Ming  Cheung,  Growth  of  Chinese,  30. 


306 


THE  INDONESIAN  QUARTERLY,  XIX/4 


ing  three  ships  and  kiUing  about  one  hun- 
dred Vietnamese  soldiers. 

Since  the  battle  of  1988  until  now,  China 
has  not  shown  any  signs  of  intent  to  launch 
a  military  offensive.  Apparently  this  is 
because  China  has  managed  to  control  all 
the  Paracel  Islands,  and  a  few  of  the  Spratly 
Islands  as  well.  Besides,  there  is  little 
possibility  of  China  launching  the  next  of- 
fensive, because  it  does  not  want  to  lose  the 
sympathy  of  the  ASEAN  nations.  Any  pro- 
vocative actions  on  China's  part  in  the  pre- 
sent situation  would  strengthen  ASEAN' s 
suspicions  regarding  China's  intention  to  do- 
minate Southeast  Asia  after  the  diminishing 
role  and  presence  of  the  USA  and  the  Soviet 
Union  in  this  region.  Thus,  now  is  the  right 
time  to  encourage  China  to  take  part  in  any 
peace  dialogues. 

In  this  context,  Indonesia's  initiative  to 
begin  dialogues  involving  China  is  a  well 
timed  action.  The  urgency  and  significance 
to  invite  China  in  any  negotiation  regarding 
the  South  China  Sea  is  indeed  difficult  to 
deny.  Speaking  about  the  aim  and  vaUdity  of 
the  claims  to  the  Spratly  Islands,  apparently 
all  suspicion  is  being  directed  towards 
China.  But  questioning  the  validity  and  the 
intentions  of  the  People's  Republic  of  China 
will  not  settle  the  main  problem,  especially  if 
China  really  wants  to  realise  its  claim  by 
military  force.  One  of  the  appropriate  ways 
to  solve  the  problem  is  to  create  a  dialogue 
mechanism  that  "recognises"  China's  in- 
terests in  the  South  China  Sea  Conflict. 

Nevertheless,  there  are  "cynical"  voices 
in  viewing  Indonesia's  efforts.  They  say  that 
as  the  largest  country  of  ASEAN,  Indonesia 
is  responsible  for  safeguarding  the  integrity 
and  continuity  of  cooperation  of  the  organi- 
sation whose  very  birth  was  initiated  by  In- 


donesia. They  say  that  until  now  the  Cambo- 
dian conflict  has  been  a  kind  of  "cement" 
for  cooperation  among  the  member  states  of 
ASEAN.  In  this  way,  if  the  Cambodian  con- 
flict ends,  ASEAN  must  look  for  some  new 
"cement",  and  this  "cement"  is  the  South 
China  Sea  conflict.  Such  an  assumption 
came  to  the  fore  because  until  now 
ASEAN' s  attention  has  been  more  preoc- 
cupied by  political  and  security  matters  than 
by  problems  of  development  of  economic 
cooperation.  And  yet  it  should  be  realised 
that  ASEAN' s  great  attention  to  politics  and 
security  must  be  viewed  from  a  more  com- 
prehensive perspective,  namely  from  the 
point  of  view  of  the  significance  of  stability 
and  peace  in  the  region  for  the  smoothness 
of  the  process  of  the  national  and  regional 
development. 

Apart  from  these  negative  voices,  the  ini- 
tial results  of  the  workshop  in  Bandung  (Ju- 
ly, 1991)  may  be  said  to  be  quite  satisfactory. 
The  participants  of  this  workshop  agreed 
that  the  settlement  of  territorial  and  jurisdic- 
tional conflicts  in  the  South  China  Sea  must 
be  accomplished  by  peaceful  means.  The 
delegates  also  agreed  to  submit  six  recom- 
mendations to  their  respective  Govern- 
ments.'' 

The  six  recommendations  were:  (1)  with- 
out prejudice  to  territorial  and  jurisdictional 
claims,  to  explore  areas  of  cooperation  in  the 
South  China  Sea;  (2)  such  areas  of  coopera- 
tion may  include  measures  to  promote  the 
safety  of  navigation  and  communications,  to 
coordinate  search  and  rescue,  to  combat 
piracy  and  armed  robbery  to  promote  the  ra- 
tional utilisation  of  living  resources,  to  pro- 
tect and  preserve  maritime  environment,  to 


^^Jakarla  Post,  July  19,  1991. 
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conduct  scientific  research  and  to  eliminate 
illicit  traffic  in  drugs  in  the  South  China  Sea; 
(3)  in  areas  where  conflicting  territorial 
claims  exist,  the  relevant  states  may  consider 
the  possibility  of  undertaking  cooperation 
for  mutual  benefit;  (4)  any  territorial  and 
juridictional  dispute  in  the  South  China  Sea 
area  should  be  resolved  by  peaceful  means 
through  dialogues  and  negotiations;  (5) 
force  should  not  be  used  to  settle  territorial 
and  jurisdictional  disputes;  and  (6)  the  par- 
ties involved  in  such  dispute  are  urged  to 
exercise  self-restraint  in  order  not  to  com- 
plicate the  situation. 

In  addition,  the  participants  said  that  the 
aforementioned  workshop  had  been  bene- 
ficial and  should  therefore  be  continued.  For 
this  purpose,  Indonesia  was  expected  to  con- 
tinue its  role  as  "initiator".  This  is,  as  the 
delegates  from  the  Philippines  said,  because 
Indonesia's  position  ~  as  a  state  without  any 
overlapping  claims  in  the  South  China  Sea  ~ 
is  capable  of  acting  as  an  honest  and  in- 
terested referee.'^ 

With  regard  to  China's  position,  China 
has  indeed  taken  a  flexible  attitude  through 
participation  in  the  workshop  in  Bandung 
with  Vietnam  and  Taiwan.  Previously,  Bei- 
jing also  had  stated  its  readiness  to  discuss 
the  possibility  of  joint  exploitation  of  the 
potential  resources  of  the  area  by  the  clai- 
mant states.  In  the  Bandung  workshop,  the 
forum  was  informal,  but  the  acceptance  of  a 
settlement  clause  on  "force  should  not  be 
used",  by  the  Chinese  delegation  was  quite  a 
significant  step  towards  settlement.'^ 


^^Kompas,  July  19,  1991. 
^^Pikiran  Rakyat,    July  19,  1991. 


Challenge  for  Indonesia 

In  the  context  of  the  long  term  process  of 
peaceful  settlement  of  the  dispute,  there  are 
two  issues  that  will  probably  present  chal- 
lenges for  Indonesia.  First,  they  are  in  con- 
nection with  the  China  factor.  On  the  one 
hand,  the  Southeast  Asian  States,  especially 
Vietnam,  are  still  fearful  of  China's  inten- 
tions in  this  region.  Although  China  has 
shown  a  flexible  attitude  towards  the  Cam- 
bodian problem,  Hanoi  may  not  trust  Bei- 
jing, especially  in  view  of  the  still  stagnating 
normahsation  process  of  the  relations  be- 
tween both  states.  Besides,  China  once  pro- 
posed that  all  states  occupying  the  islands  in 
the  territory  must  withdraw  their  military 
forces  in  order  to  facilitate  cooperation. 

The  Chinese  proposal  is  apparently  hard 
to  comply  with  by  the  other  party,  especially 
Vietnam.  Vietnam's  experience  with  two 
Chinese  manoeuvres  in  1974  and  in  1988 
shows  that  the  Chinese  are  quite  "smart"  in 
exploiting  transitional  situations  in  order  to 
strengthen  their  position  in  the  South  China 
Sea.  First,  at  the  moment  the  USA  is  in  a 
process  of  withdrawal  from  Southeast  Asia, 
the  Chinese  occupied  the  Paracel  Islands. 
China's  attack  on  South  Vietnam  that 
previously   controlled    the   islands  very 
possibly  was  based  on  the  assumption  that 
the  USA  was  not  going  to  stand  by  Saigon, 
and   this   assumption   proved   true.  Sec- 
ond, when  the  Soviet  Union  reduced  its 
presence  at  the  end  of  the  1980s,  China  at- 
tacked the  Spratly  Islands.  China's  attack  on 
Vietnamese  positions  in  the  islands  was 
possibly  also  based  upon  the  consideration 
that  there  was  little  plausibility  of  the  Soviets 
helping  Hanoi,  and  once  more  the  Chinese 
assumption  proved  correct  concerning  the 
absence  of  a  strong  reaction  from  Moscow. 
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On  the  other  hand,  China  also  has  its 
suspicions  of  Vietnam's  intentions  in  South- 
east Asia.  The  diminishing  relevance  of  the 
Cambodian  conflict  as  an  instrument  that 
can  be  manipulated  by  China  to  press  Viet- 
nam, has  given  rise  to  a  presumption  ttiat 
Beijing  will  use  the  conflict  issue  in  the  South 
China  Sea  as  an  alternative  instrument.  This 
presumption  springs  from  China's  attitude, 
which  once  used  the  issue  of  the  dispute 
about  the  sovereignty  over  the  Spratly 
Islands  to  suspend  the  process  of  Sino- 
Vietnamese  normalisation.'"*  According  the 
question  as  to  how  to  create  an  attitude  of 
mutual  confidence  between  China  and  Viet- 
nam is  not  a  light  challenge  for  Indonesia. 

The  second  challenge  comes  from 
within  ASEAN  itself.  The  agressive  attitude 
of  Malaysia  in  asserting  its  claim  to  the 
Spratly  Islands  and  the  Philippino-Malay- 
sian  territorial  dispute  constitute  two  of  the 
many  factors  that  may  complicate  a  peaceful 
settlement.  Malaysia  continues  to  build 
tourist  facilities  on  the  Swallow-Reef,  one  of 
the  small  islands  on  the  Spratly  Territory  it 
controls.  To  that  end,  according  to  the 
Malaysian  Minister  of  Culture,  Art  and 
Tourism,  Sabaruddin  Chik,  Malaysia  has 
built  a  holiday  resort,  besides  various  ar- 
rangements that  will  make  the  island  a  spot 
for  scuba  diving,  fishing,  and  a  bird  garden. 
Besides,  the  official  attitude  of  Kuala  Lum- 
pur is  rather  tough  in  viewing  the  territorial 
dispute.  The  Malaysian  Minister  of  Defence, 
Najib  Tun  Razak,  once  said  that  the  security 
of  the  military  equipment  around  the  island 
will  never  be  compromised.  Najib  Tun 
Razak  also  stressed  that  the  military  force 


'''On  a  detailed  discussion  about  this  matter,  sec 
Rizal  Sui<ma,  "Post  Cliina  and  South  East  Asia," 
Analisis  CSIS  XIX,  no.  6  (November-December  1990): 
502-516. 


Stationed  on  the  island  must  be  maintained. 

The  dispute  between  Malaysia  and  the 
Philippines  concerning  Sabah  is  one  of  the 
intra-ASEAN  conflicts  that  are  quite  con- 
spicuous. The  preoccupation  of  ASEAN 
with  the  Cambodian  conflict  and  the  im- 
plication of  the  influence  among  the  big 
powers  on  the  Southeast  Asian  region, 
causes  the  bilateral  dispute  within  ASEAN 
to  be  neglected,  so  that  the  Sabah  question 
between  Malaysia  and  the  Philippines  has  re- 
mained unsettled.  The  intra-ASEAN  list  of 
conflicts  in  the  South  China  Sea  has  even 
been  expanded  with  overlapping  claims  in 
the  South  China  Sea  which  also  involved 
Brunai,  and  the  Indonesian-Malaysian  con- 
flict over  the  Ligitan  and  Sipadan  Islands. 

Viewing  the  intricateness  and  the  com- 
plexities of  such  conflicts,  would  Indonesia 
be  ready  to  once  become  the  mediator  in  a 
conflict  even  more  intricate  than  the  Cambo- 
dian one?  For  the  time  being,  the  present  ef- 
forts are  adequate.  As  for  a  longstanding 
and  overall  arrangement,  however,  if  In- 
donesia really  intends  to  expand  its  role  in 
creating  stability  in  the  Asia-Pacific  region  it 
is  only  proper  to  take  the  necessary  steps 
towards  this  goal.  For  instance,  as  "media- 
tor" Indonesia  certainly  has  to  prepare 
various  alternative  solutions  to  the  disputing 
parties,  besides  the  operational  mechanism 
for  the  process  of  the  dialogue  for  peace  and 
cooperation. 

This  is  not  only  the  responsibility  of  the 
Department  of  Foreign  Affairs,  but  also 
various  legislative  institutions  and  the 
academia.  For  this  purpose,  various  pre- 
parations must  be  carefully  thought  out. 
Firsl,  to  reassess  I  he  rest  ructurisat  ion  of  the 
mechanism  of  policy-making  for  foreign 
policy.  The  main  problem  for  restructurisa- 
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tion  is  how  to  upgrade  the  function  and  role 
of  the  actors  who  are  involved  in  the  entire 
process. 

Second,  to  step  up  the  efficiency  of  the 
Commission  for  Foreign  Relations  (Com- 
mission I)  of  the  House  of  Representatives. 
The  ability  of  the  members  of  Parliament  to 
handle  foreign  and  international  affairs  at 
present  should  be  increased.  If  necessary,  it 
would  do  no  harm  to  have  Commission  I  of 
Parliament  contemplate  the  formation  of  a 
research  bureau  that  studies  problems  of 
foreign  poHcy.  In  so  doing,  Parliament 
could  supply  input  and  alternative  sugges- 
tions for  policy  making  to  the  Government. 

Third,  to  upgrade  the  quality  of  findings 
of  the  research  and  development  institutes  at 
the  Department  of  Foreign  Affairs,  the 
Department  of  Defence  and  Security,  and 
the  other  associated  departments.  The  re- 
search   and    development   institutes  will 


hopefully  play  a  greater  role  in  making 
policy-oriented  studies. 

Fourth,  to  expand  cooperation  between 
the  Government  institutions  with  academic 
institutes  and  study  centres.  For  this  pur- 
pose, the  Government  should  form  a  kind  of 
study  commission,  consisting  of  experts 
from  study  centres,  universities,  and 
Government  circles  to  make  a  study  of  the 
alternative  solutions  and  policies  that  may  be 
utilised  by  the  Government  in  carrying  out 
its  role  as  mediator. 

With  such  actions,  Indonesia  is  expected 
to  play  a  maximal  role  and  will  take  many 
important  initiatives.  If  these  measures  are 
not  adopted  Indonesia  will  continue  to  be 
unprepared  in  anticipating  the  role  to  be 
played,  and  the  international  tendencies 
which  are  often  marked  by  uncertainties  and 
quick  dramatic  changes. 


Emperor  Akihifo  Concludes  His  Tour  of 
Southeast  Asia  by  Visiting  Indonesia 

A.  Surya  Pratomo 


THE  eleven  day  tour  of  Southeast  Asia 
by  Emperor  Akihito  and  the  Empress 
Michiko  of  Japan  was  an  historic 
event,  th?  first  trip  ever  by  a  reigning 
Japanese  monarch  to  the  region.  In  each  of 


the  countries  they  visited  -  Thailand,  Malay- 
sia and  Indonesia,  ~  the  emperor  and  em- 
press were  warmly  received.  Akihito's 
sincere  "down  to  earth"  demeanor  has  im- 
pressed those  who  met  him. 
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The  fact  that  this  visit  to  Southeast  Asia 
is  the  emperor's  very  first  foreign  tour  since 
ascending  the  throne  is  of  symbolic  signi- 
ficance. We  may  note  that  it  has  taken  place 
before  visits  to  either  China  or  Korea  —  two 
countries  which  Japan  has  traditionally  had 
closer  ties  too.  The  visit  was  also  opportune, 
coming  about  at  a  time  of  growing  aware- 
ness among  both  Southeast  Asians  and 
Japanese  of  our  relationship  and  a  corres- 
ponding need  to  reconcile  the  past  and  plan 
for  the  future.  Moreover,  it  compells  us  to 
examine  our  relationship  as  it  presently  ex- 
ists and  to  ask  ourselves  what  benefits  tht 
relationship  has  brought  and  in  what  ways  it 
can  be  improved. 

The  idea  of  a  Japanese  emperor  visiting 
Southeast  Asia  might  have  been  considered 
unthinkable  until  a  year  ago.  The  late 
Emperor  Hirohito,  Akihito's  father,  had 
been  called  a  "war  criminal"  by  some  and  it 
is  unlikely  that  he  would  have  been  welcome 
to  visit  this  region.  Akihito  however,  since 
he  was  only  a  child  during  the  Second  World 
War,  has  not  inherited  personal  blame  for 
events  in  the  past.  At  57,  he  represents  a  new 
generation  of  Japanese  and  the  start  of  a 
new  era  in  Japan-Southeast  Asian  relations. 
Comparing  event's  in  1974  and  1991  in  In- 
donesia we  realise  how  remarkably  that  rela- 
tionship has  changed  in  the  past  seventeen 
years.  In  1974  Japanese  economic  activity 
was  undergoing  a  painful  introduction  here. 
When  Prime  Minister  Tanaka  Kakuei  visited 
Indonesia  then  he  encountered  riots  and 
anti- Japanese  demonstrations.  Today,  with 
the  effects  of  Japanese  economic  activity 
more  evident  and  the  public  perception  thus 
changed.  Emperor  Akihito  received  a  much 
different  welcome. 

During  his  stay  in  Thailand  and  Malaysia 
before  arriving  here  the  welcome  was  equally 


warm  and  enthusiastic.  The  Malaysians  even 
urged  stronger  Japanese  leadership  of  the 
region  through  its  heading  of  an  East  Asian 
Economic  Group  (EAEG).  On  the  other 
hand,  a  remark  by  the  Japanese  historian 
Yasuo  Ohara  that  "Japan  had  not  occupied 
Indonesia  but  had  merely  helped  overthrow 
its  Dutch  colonial  rulers"  agitated  many 
people  here  and  caused  a  significant  number 
of  voices  to  be  raised  in  protest.  Meanwhile 
the  case  of  awarding  back-pay  to  former 
Heiho  (locally  conscripted  soldiers  into  the 
Japanese  army  during  Worl  War  II)  also  re- 
minded us  that  the  past  has  yet  to  be  fully 
reconciled.' 

Moving  from  an  analysis  of  the  past  to 
the  present,  we  find  that  there  are  several 
other  ways  in  which  the  Indonesian- Japan 
relationship  could  be  improved.  Without 
going  into  detail,  these  basically  include 
questions  of  the  transfer  of  technology  and 
protection  of  the  environment. 

The  emperor's  visit  conveyed  a  generally 
positive  message  that  Southeast  Asia  is  of 
vital  concern  to  Japan.-  Clearly,  most  of  that 
concern  arises  from  Japan's  economic  ties 
with  the  region.  Southeast  Asia  is  a  vast 
market  for  Japanese  goods,  a  supplier  of 
essential  raw  materials,  and  a  major  reci- 
pient of  Japanese  Official  Development 
Assistance  (ODA)  and  investment.  The  ex- 
tent of  those  economic  ties  with  Indonesia 
are  particularly  deep.  In  terms  of  trade,  43% 
of  Indonesia's  exports  go  to  Japan,  while 
23%  of  Indonesia's  imports  arrive  from 
Japan  (1989  statistics).  Indonesia  ranks  first 
as  the  main  destination  for  Japanese  direct 
investment  which  presently  totalis  approxi- 
mately US$10.4  billion,  or  26%  of  that 


'Melinda  Liu,  "The  Down-to-Earth  Emperor," 
Newsweek,  October  14,  1991,  22. 
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country's  total  investment  in  Asia.  Mean- 
while, Indonesia  is  also  the  largest  recipient 
of  Japanese  ODA.  Perhaps  more  than  any- 
thing else,  the  extensiveness  of  Japan's  eco- 
nomic involvement  in  Indonesia's  develop- 
ment requires  us  to  be  concerned  about  each 
other's  well  being  and  future  success.^ 

Although  ASEAN  was  not  the  theme  of 
his  tour,  Akihito's  visit  to  Thailand,  Malay- 
sia and  Indonesia  (the  three  largest  ASEAN 
member  states)  signified  Japanese  aknow- 
ledgement  of  ASEAN's  important  role  in 
this  region.  The  role  of  Indonesia  relative  to 
Thailand  and  Malaysia  appears  to  have  been 
handled  equivalently,  Akihito  participated 
in  similar  agendas  in  each  country  and  made 
no  indication  of  Japan  having  any  "fa- 
vourites" from  among  them.  Still,  there  is 
the  unaswered  question  of  why,  for  instance, 
the  Philippines,  Singapore  and  Brunei  were 
not  included  in  the  emperor's  tour.  Was  this 
only  due  to  the  emperor's  limited  time,  or 
did  the  organisers  of  the  emperor's  trip  make 
a  judgement  that  the  other  ASEAN  member 
countries  were  somehow  less  important  or 
desirable  to  visit. 

The  meaning  of  this  visit  by  the  Emperor 
of  Japan  must  be  put  into  perspective 
however  by  examining  his  role  in  present  day 
Japan.  Although  the  extent  of  Japanese- 
Indonesian  relations  is  broad  and  deep,  the 
visit  by  the  Japanese  monarch  serves  more  to 
spotlight  that  relationship  than  to  shape  it. 
We  should  recall  that  with  the  advent  of 
Japan's  1945  Constitution,  the  effective 
powers  of  the  emperor,  which  had  previous- 
ly been  appropriated  to  him  by  the  Meiji 
Constitution  (1868)  were  abolished  and  he 


^Hadi  Soesastro,  "Japan's  ODA  and  Indonesia:  Re- 
source Security  Aid?,"  CS/S  Report,  M60/90,  April 
1991,  1-22. 


was  reduced  to  a  "symbol  of  the  state  and 
the  unity  of  the  people".  He  therefore  no 
longer  acts  as  a  head  of  state,  but  only  serves 
a  ceremonial  function.  His  non-political 
agenda  while  visiting  here  bears  testimony  to 
this:  after  exchanging  greetings  with  Presi- 
dent Soeharto,  the  emperor  and  empress 
toured  Java  for  three  days  -  visiting  Sultan 
Hamengkubuwono  X  in  the  special  district 
of  Yogyakarta,  sightseeing  at  Borobudur 
temple,  attending  a  performance  of  the 
Ramayana  at  Prambanan  temple  and  obser- 
ving local  artisans  practicing  their  craft. 

Although  there  are  extremists  calling  for 
the  abolition  of  the  Imperial  system  on  one 
side  and  those  advocating  a  return  to  a 
stronger  Imperial  system  on  the  other,  the 
attitude  of  the  vast  majority  of  Japanese  to 
the  Imperial  family  is  indifferent.  Conse- 
quently, the  average  Japanese  paid  little  at- 
tention to  this  Imperial  tour,  grasping  only 
vaguely  its  symbolic  significance  to  the  coun- 
tries and  people  being  visited.  This  is  not 
very  disturbing,  however,  since  it  does  not 
indicate  Japanese  disinterest  in  Southeast 
Asia,  but  rather  disinterest  in  the  activities  of 
their  own  emperor. 

The  importance  of  good  foreign  relations 
for  Japan  in  light  of  recent  geopolitical 
changes  cannot  be  understated.  With  the 
Cold  War  apparently  over  and  a  global  draw- 
down of  American  forces  underway,  Japan's 
role  in  the  world,  in  general,  and  in  the  Asia 
Pacific,  in  particular,  is  bound  to  increase 
and  her  need  to  be  able  to  communicate  ef- 
fectively and  convincingly  with  her  neigh- 
bours will  grow  in  importance.  This  does  not 
imply  that  Japan  would  replace  the  US  as  a 
military  presence  in  the  region,  or  that  it 
would  behave  antagonistically,  but  it  does 
suggest  that  Japan  may  assume  a  greater 
share  of  the  traditional  US  role  in  Asia 
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Pacific  security. 

On  the  one  hand,  Japan  wants  to  (and  is 
bound  to)  increase  its  economic,  political, 
strategic  and  social  involvement  in  this 
region.  On  the  other  hand,  those  aspirations 
are  constrained  by  Asian  apprehensions  of 
Japan  returning  to  militarism  to  further  and 
protect  its  economic  interests.  In  light  of 
these  developments,  Japan  is  certainly  aware 
of  the  need  to  assure  Southeast  Asia  of  its 
peaceful  intentions  and  is  currently  thinking 
of  ways  to  accomplish  this.  A  further  role 
which  we  may  be  witnessing  the  evolution  of 
now,  is  the  emperor  as  a  sort  of  roving  good- 
will ambassador.  Such  an  ambassador  might 
certainly  turn  out  to  be  useful  to  Japan's 
ability' to  maintain  good  foreign  relations 
throughout  the  world  and  bridging  gaps  of 
misunderstanding  between  nations. 

It  is  reasonable  to  view  the  emperor's 
visit  therefore  as  one  step  in  this  process. 
Present-day  Japan  is  still  trying  to  define  the 
role  of  its  emperor.  One  long-standing  sug- 
gestion that  seems  to  be  taking  effect,  is  that 
the  royal  family  play  a  role  similar  to  that  of 
the  British  royal  family  ~  projecting  an 
image  of  popular  appeal  and  closeness  with 
the  people.  The  Japanese  royal  family  ac- 
'tively  presides  over  social  and  charitable 


causes  and  publicly  portray  themselves  as 
another  modest,  normal  Japanese  family. 
Emperor  Akihito's  "democratic"  upbring- 
ing, the  fact  that  he  chose  a  commoner  for 
his  wife  (Empress  Michiko  comes  from  a 
prominent  business  family),  and  the  Western 
university  education  of  their  children  (Ox- 
ford University),  all  contribute  to  the 
perception  that  the  present  royal  family  is 
outgoing,  close  to  the  people,  and  pro- 
gressive in  their  views.  Judging  from  the 
favourable  reaction  of  Indonesians,  Thais 
and  Malaysians  to  Akihito's  visit,  it  appears 
that  if  the  emperor  were  to  continue  to  play 
this  limited  diplomatic  role  it  would  be 
regarded  as  a  positive  development. 

The  "forward  looking"  attitudes  ex- 
pressed by  Emperor  Akihito  and  President 
Soeharto  reassure  both  sides  that  the  Japan- 
Indonesia  relationship  will  grow  closer.  But 
at  the  same  time,  developing  this  relation- 
ship will  call  for  an  objective  look  back  at 
the  past  since  that  is  the  only  way  we  can 
build  a  strong  foundation  for  a  prosperous 
future.  Emperor's  Akihito's  visit  might  be 
called  merely  ceremonial.  But  like  all 
ceremonies,  it  is  a  means  for  us  to  look  into 
ourselves  and  to  reflect  upon  our  relation- 
ships. 


Peace  and  Security 
in  Southeast  Asia 

Jusuf  Wanandi 


Introduction 


HIS  paper  will  focus  on  ways  in 
which  Southeast  Asia  might  respond 
to  the  fundamental  changes  in  inter- 


national relations  and  their  effects  globally 
as  well  as  on  the  Asia  Pacific  region.  It  will 
begin  with  an  assessment  of  the  new  chal- 
lenges facing  ASEAN,  and  this  will  be  fol- 
lowed by  an  examination  of  ASEAN' s  possi- 
ble strategies  in  responding  to  those 
challenges.  Which  alternative  strategy 
should  ASEAN  opt  for? 


New  Challenges  to  ASEAN 

Global  Developments 

Current  discussions  of  global  changes 
will  immediately  turn  to  the  question  of  the 


A  revised  paper. presented  at  a  seminar  on  "ASEAN 
and  the  Asia-Pacific  Region:  Prospects  for  Security  Co- 
operation in  the  1990s,"  Manila,  5-7  June  1991,  or- 
ganised by  the  Department  of  Foreign  Affairs,  Manila, 
Philippines. 


kind  of  international  order  that  will  replace 
the  Post- World  War  II  order  which  has 
ended  with  the  ending  of  the  cold  war.  Will 
this  new  order  be  unipolar  or  a  multipolar? 
The  United  States  still  is  the  only  super- 
power, but  there  is  uncertainty  about  its  will- 
ing and  capability  to  perform  that  role.  In 
addition,  its  influence  has  declined  relative 
to  that  of  Japan  and  Europe,  and  perhaps 
also  to  that  of  regional  powers  such  as  China 
and  India. 

Other  systemic  changes  include  the  grow- 
ing importance  of  the  economic  factor  in  in- 
ternational relations,  although  ~  as  demon- 
strated in  the  recent  Gulf  War  ~  military 
capabilities  are  still  a  relevant  factor.  Eco- 
nomic progress  and  the  development  of  tech- 
nology and  telecommunication  have  all  in- 
creased the  influences  of  democratic  values 
and  market  forces;  they  also  weaken  na- 
tional sovereignty  but  at  the  same  time  they 
have  aroused  greater  nationalist  feelings  as 
well  as  racial  and  ethnic  sentiments.' 

'John  Lewis  Gaddis,  "Toward  the  Post-Cold  War 
World,"  Foreign  Affairs  70,  no.  2  (Spring  1991): 
102-122. 
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As  the  bipolar  world  ceased  to  exist,  rela- 
tions among  countries  become  much  more 
complex  and  less  stable.  The  situation  will 
remain  fluid  for  some  time,  and  relations 
will  be  more  of  an  ad  hoc  nature.  This  was 
clearly  exemplified  by  the  US-Syria  align- 
ment in  the  anti-Iraq  coalition.^ 

Therefore,  it  can  be  said  that  fundamen- 
tal changes  are  really  taking  place.  What 
kind  of  problems  can  be  expected  to  arise  in 
the  future?  It  is  widely  believed  that  in  the 
future  conflicts  are  more  likely  to  be  regional 
rather  than  global.  And  it  will  depend  upon 
the  region  whether  the  resolution  of  a  con- 
flict will  be  undertaken  through  the  United 
Nations  (UN)  or  not.  The  recent  conflict  in 
the  Persian  Gulf,  and  the  way  it  was  re- 
solved, should  be  seen  as  a  special  case.  In 
the  first  place,  this  is  so  because  of  Iraq's 
clear  violation  of  Kuwait's  sovereignty  and 
the  vital  importance  of  oil  to  the  Western  in- 
dustrial world.  In  addition,  the  process 
towards  the  creation  of  a  new  international 
order  is  under  way  and  Iraq's  aggression 
could  not  be  left  unchallenged  without  affec- 
ting the  process  negatively.  Also,  Israel's 
security  interest  is  of  great  importance  to  US 
political  and  strategic  interest.  Nonetheless, 
the  US  realised  that  it  could  not  deal  with  the 
conflict  single-handedly  and  clearly  saw  that 
an  international  or  regional  coalition  was  re- 
quired to  resolve  regional  conflicts,  both 
politically  and  militarily. 

It  is  not  certain  whether  in  other  conflic- 
ting situations  the  US  will  react  as  strongly 
as  it  did  in  the  Gulf  conflict.  In  the  future 
there  might  not  be  sufficient  financial  sup- 
port as  well  as  US  support  for  the  same 


^Samuel  P.  Huntington,  "America's  Clianging  Stra- 
tegic Interests,"  Survival  XXXIII,  no.  1  (January- 
February  1991):  6-7. 


response  because  the  region  concerned  is  not 
seen  as  vital  to  the  interest  of  the  US  and 
other  major  powers.  Therefore,  the  UN  can- 
not be  expected  to  sponsor  collective  security 
actions  at  all  times.  The  UN  also  lacks  the 
necessary  mechanisms,  including  a  military 
command  under  the  UN  Security  Council.^ 
Moreover,  with  their  veto  right,  the  perma- 
nent members  of  the  Security  Council  can 
always  veto  any  settlement  to  a  regional  con- 
flict which  is  not  in  their  interest  to  support. 
But  even  if  they  can  agree  on  a  certain  settle- 
ment, the  Cambodian  conflict  shows  that 
there  is  still  the  question  of  whether  the  re- 
gional or  local  parties  concerned  will  abide 
to  the  decisions. 

Under  such  circumstances  a  regional  ini- 
tiative, which  subsequently  receives  the  sup- 
port from  the  major  power  and  the  UN,  ap- 
pears to  be  the  more  viable  way  to  resolving 
the  conflict.  An  example  of  this  situation  is 
the  Cambodian  conflict  and  the  Southeast 
Asian  regional  initiatives  towards  a  poHtical 
resolution  of  the  conflict. 

Two  important  changes  have  taken  place 
in  the  global  economy.  The  first  is  globalisa- 
tion of  economic  activities  that  have  come 
about  as  a  result  of  the  spreading  of  transna- 
tional corporations  and  the  wide-spread 
adoption  of  market  forces.  The  second  is 
that  the  third  world  is  lagging  much  farther 
behind  and  as  the  cold  war  has  ended  it  will 
receive  much  less  attention  from  the  in- 
dustrialised world.  And  regrettably,  no  new 
ideas  have  come  up  on  the  relations  between 
the  industrialised  countries  and  the  develop- 
ing countries.  The  shortage  of  global  capital, 
as  a  result  of  increased  capital  requirements 


^Bruce  Russet  and  James  S.  Sutterlin,  "The  U.N.  in 
a  New  World  Order,"  Foreign  Affairs  70,  no.  2 
(Spring  1991):  69-83. 
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in  Eastern  Europe  and  in  the  Middle  East  as 
well  as  greater  demand  for  capital  for  the 
development  of  infrastructure  in  the  in- 
dustrialised countries  themselves,  will  raise 
interest  rates  and  reduce  investments  in  the 
third  world.  Another  worry  is  that  within  the 
third  world  itself  there  is  a  clear  gap  between 
the  more  advanced  developing  countries, 
such  as  the  Asian  NIEs  (newly  industrialising 
economies)  and  ASEAN,  and  some  coun- 
tries in  Africa  and  Latin  America  which  only 
exacerbates  the  already  existing  problems 
and  negligence. 

In  addition,  the  uncertain  outcome  of  the 
current  multilateral  trade  negotiations  has 
increased  the  concerns  about  the  emergence 
of  trading  blocs.  There  is  the  real  danger  that 
the  European  Community  and  a  North  Ame- 
rican Free  Trade  Area  would  become  inward 
looking  so  that  trade  and  investment  would 
be  concentrated  within  their  own  grouping.'* 
Furthermore,  Japanese  investments  which 
have  been  instrumental  to  East  Asia's 
growth,  especially  since  the  mid  1980s,  will 
be  attracted  to  invest  more  in  Mexico  from 
which  it  can  more  easily  penetrate  the  US 
market.  This  could  divert  away  Japanese  in- 
vestments from  East  Asia,  ASEAN  in  parti- 
cular. 

The  effect  of  the  Gulf  War  on  the  world 
economy  has  been  less  severe  than  expected. 
In  fact,  it  has  helped  the  US  to  come  out  of 
its  recession.  However,  the  Gulf  War  can  be 
considered  to  have  ended  successfully  only  if 
the  political  implications  of  the  war  can  be 
overcome.  This  entails:  (a)  a  new  regional 
stability  based  on  a  new  security  arrange- 


^Djisman  S.  Simandjuntak,  "Reinventing  ASEAN 
Between  Globaiism,  Regionalism,  and  Nationalism," 
Indonesian  Quarterly  XIX,  no.  2  (Second  Quarter, 
1991):  178-190. 


ment  among  regional  powers  and  supported 
by  the  US  and  the  international  community, 
i.e.  the  UN;  (b)  a  regional  economic 
assistance  program,  which  should  help 
reduce  income  disparities  in  the  region  over 
the  longer  run;  (c)  a  stricter  regulation  to  be 
applied  towards  the  region  on  the  transfer  of 
technology  for  the  production  of  weapons  of 
mass  destruction;  and,  (d)  a  resolution  of  the 
Israel-Palestine  problems  and  the  Arab- 
Israel  conflict  through  a  combination  of  a 
regional  conference,  an  international  con- 
ference and  where  possible,  also  bilateral 
negotiations. 


Developmenfs  in  riie  Asia  Pacific  Re- 
gion 

Tensions  between  the  US  and  the  USSR 
in  the  region  also  have  been  greatly  reduced, 
and  both  sides  are  reducing  their  military 
presence.  Developments  inside  the  Soviet 
Union  remain  very  uncertain,  but  it  is  un- 
likely that  the  Soviet  foreign  policy  will  re- 
turn to  its  previous  confrontative  posture 
towards  the  US. 

The  US  is  likely  to  continue  to  reduce  its 
military  presence  in  th"e  region  because  of  the 
ending  of  the  cold  war  and  its  more  limited 
financial  capabilities.  Therefore,  some  kind 
of  burden  sharing  between  the  US  and  its 
friends  and  allies  in  the  region  is  necessary  in 
order  to  maintain  a  sufficient  US  presence  as 
a  "stabilizer"  in  the  region.^  Increased  US 
economic  interest  and  presence  in  the  region 
are  also  an  important  factor  for  the  US  in 
maintaining  its  military  presence  in  the 


'William  J.  Crowe,  Jr.  and  Alan  D.  Romberg,  "Re- 
thinking Security  in  the  Pacific,"  Foreign  Affairs  70, 
no.  2  (Spring  1991):  123-140,  especially  130-140. 
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region.  Ultimately,  however,  it  is  in  the  US 
own  national  interest  to  be  present  in  the 
Western  Pacific  in  order  to  balance  the 
Soviet  Union,  to  uphold  its  alliance  with 
Japan,  and  to  structure  a  healthy  relation- 
ship with  China.  The  US  presence  in  the 
region  can  become  a  stabilising  factor  only  if 
its  military  presence  can  be  stabilised  and  its 
economic  and  political  presence  is  accepted. 

US- Japan  relations  will  be  full  of  ten- 
sions because  of  heightened  economic  com- 
petition, which  is  currently  regarded  by 
public  opinion  in  the  US  as  a  greater  threat 
than  the  Soviet  Union.  This  is  so  because 
Japan  is  seen  as  challenging  the  US 
economic  supremacy.  There  are  also  increas- 
ing pressures  in  their  politico-security  rela- 
tions because  Japan's  involvement  in  and 
support  for  the  collective  security  action  in 
the  Gulf  War  is  considered  inadequate.  The 
debate  inside  Japan  clearly  shows  that  Japan 
is  far  from  ready  to  engage  its  SDF  (self 
defence  forces)  outside  of  its  own  territory. 
Japan  has  also  taken  into  consideration  the 
reactions  from  itis  neighbours,  particularly 
Korea  and  China.  ASEAN,  however,  has 
shown  greater  readiness  to  see  that  Japan 
gradually  participate  more  actively  in  collec- 
tive security  actions  under  UN  auspices  or 
more  importantly  under  the  alliance  with  the 
US  so  that  Japan  carrt»e  kept  within  a  struc- 
ture of  cooperation.  This  may  be  necessary 
to  prevent  Japan  from  going  its  own  way, 
which  can  happen  in  the  future  if  Japan  is 
continuously  being  pressured.  A  more  active 
involvement  by  Japan  in  UN  collective 
security  actions  can  also  alleviate  the 
pressure  towards  Japan  to  develop  and  to 
deploy  a  defence  capability  that  extends 
much  beyond  its  own  territory.  Such  capabi- 
lity could  destabilise  the  region  in  view  of  the 
fact  that  Japan's  economic  presence  in  the 


Western  Pacific  is  already  so  overwhelm- 
ing.^ 

US- Japan  relations  is  the  most  important 
relationship  in  the  region.  Therefore,  the 
management  of  this  relationship  should  be 
given  priority  on  both  sides.  It  is  in  the  US 
interest  to  have  Japan  in  a  structure  of  inter- 
national and  regional  relations  in  which 
Japan  can  play  a  positive  role  not  only  for 
the  US  but  also  for  the  entire  region.  It  is 
also  in  the  interest  of  Japan  and  the  region 
that  the  US  maintains  a  stable  presence  in 
the  region.  This  is  because  an  isolationist 
and  unilateralist  US  will  be  most  disturbing 
for  the  region  and  for  the  world. 

The  Western  Pacific  is  important  for 
Japan  because  it  is  its  strategic  environment. 
Here,  Japan's  main  role  is  to  help  in  its 
development  and  to  become  accepted  as  an 
integral  part  of  this  region.  To  attain  this 
Japan  needs  to  keep  a  balance  of  interest 
between  the  Western  Pacific  and  globally. 
Japan's  role  in  the  Western  Pacific  is  not  on- 
ly in  the  economic  field  but  also  in  the 
political  field,  such  as  in  helping  resolve 
regional  conflicts  (Cambodia  and  Korea)  as 
well  as  in  being  actively  engaged  in  over- 
coming global  environmental  problems, 
drugs  and  terrorism,  limitation  of  transfers 
of  high-tech  weapons  technologies,  CBM 
(confidence  building  measures),  political 
dialogues,  arms  control,  efforts  to  maintain 
a  free  and  open  international  economic 
system. 

China  is  now  actively  pursuing  its  in- 
dustrialisation. Past  experiences  of  the  in- 
dustrialised countries  have  shown  that  in  this 


^Jusuf  Wanandi,  "Japan's  Future  Security  Role:  A 
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industrialisation  phase  countries  are  prone 
to  become  expansive  and  aggressive.  There  is 
a  concern  that  China's  industrialisation  pro- 
cess could  destabilise  the  region,  especially  if 
China  is  politically  isolated.  It  is  hoped  that 
the  new  generation  of  leaders  in  China  could 
allow  a  more  open  and  pluralistic  system  to 
develop  and  thus,  would  enable  China  to 
become  an  integral  part  of  the  international 
community  of  nations. 

As  a  major  power  in  the  Asia  Pacific 
region  that  possess  nuclear  weapons  and  is 
adopting  a  non-aligned  posture,  China  has  a 
unique  and  important  position  in  the  re- 
gional efforts  to  promote  political  dialogues, 
CBM,  as  well  as  arms  control  and  disar- 
mament. Therefore,  China  should  be  invited 
to  actively  engage  in  these  efforts.  Because  it 
is  also  worrying  to  see  China's  liberal  im- 
plementation of  its  arms  sales  of  weapons  of 
mass  destruction,  including  nuclear  tech- 
nology, to  meet  its  need  for  foreign  ex- 
change. 

China's  economic  relations  with  ASEAN 
contain  strong  elements  of  competition. 
However,  they  also  share  many  interests  in 
.  common  and  there  are  many  areas  for  coo- 
peration, both  bilaterally  and  regionally.  As 
a  large  developing  country  and  also  a  perma- 
nent member  of  the  UN  security  council, 
China  could  play  a  leadership  role  in  the  ef- 
forts to  structure  a  new  and  healthy  eco- 
nomic relationship  between  the  industrial- 
ised countries  and  the  developing  countries. 
In  the  Asia  Pacific  region  this  could  be  pro- 
moted through  APEC  (Asia  Pacific  Eco- 
nomic Cooperation)  and  PECC  (Pacific 
Economic  Cooperation  Conference). 

A  major  challenge  for  China,  which  is 
also  faced  by  other  socialist  countries  in  the 
Asia  Pacific  region,  is  how  to  successfully 
transform  its  command,  centrally  planned 


economy  into  a  more  open  and  market- 
oriented  economy.  A  specific  challenge  to 
China  is  the  dualistic  development  within 
China  in  which  the  coastal  regions  which  are 
rapidly  becoming  like  a  NIE  and  the  inland 
areas  very  much  lagging  behind.  This  will 
create  constant  tensions  within  China  that 
can  have  serious  political  and  security  reper- 
cussions. 

India  is  seen  as  an  emerging  power  in  the 
region  because  of  its  increased  military 
capabilities.  The  objectives  of  India's 
military  build-up  are  not  very  clear,  and  it  is 
this  uncertainty  that  is  the  main  source  of 
concern.  However,  India  is  facing  a  number 
of  problems,  both  domestically  as  well  as  in 
its  own  region,  which  act  as  a  constraint  to 
its  ability  to  take  part  in  the  affairs  of 
Southeast  Asia  and  the  Asia  Pacific  region. 

The  above  examination  shows  that 
ASEAN' s  regional  environment  is  undergo- 
ing many  changes.  Therefore,  ASEAN  needs 
to  reassess  many  of  its  assumptions,  in- 
cluding those  underlying  the  idea  of  ZOP- 
FAN  (Zone  of  Peace,  Freedom  and 
Neutrality)  and  the  SEANWFZ  (Southeast 
Asian  Nuclear  Weapons  Free  Zone). 
Economically  and  strategically,  the 
Southeast  Asian  sub-region  can  no  longer  be 
seen  as  a  self-contained  sub- region,  but  it 
has  become  an  integral  part  of  the  wider 
Asia  Pacific  region.^ 

ASEAN  is  now  faced  by  the  following 
global  and  regional  challenges.  In  the 
strategic  (military  and  non-military)  field, 
ASEAN  has  to  adjust  itself  to  the  uncertain, 

^Jusuf  Wanandi,  "Towards  a  New  Regional  Order 
for  ASEAN,"  Indonesian  Quarterly  XIX,  no.  2  (Sec- 
ond Quarter  1991):  108-114.  See  also  J.  Soedjati  Dji- 
wandono,  "ZOPFAN:  Is  It  Still  Relevant?,"  Indone- 
sian Quarterly  XIX,  no.  2  (Second  Quarter  1991):  115- 
130. 
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post  cold  war  era.  There  is  as  yet  no  new  in- 
ternational order,  but  the  Asia  Papific  region 
will  definitely  become  multipolar  as  the  two 
superpowers  (the  US  and  the  USSR)  reduce 
their  presence  in  the  region. 

The  concern  in  the  region  is  that  a 
premature  withdrawal  of  the  US  military 
presence  will  create  new  instabilities  as  other 
powers  will  try  to  change  the  power  balance 
in  their  own  favour.  Thus,  for  the  medium 
term  ASEAN  should  try  to  maintain  the  ba- 
lance of  military  power  in  the  region,  but  it 
should  also  realise  that  in  the  long  run  its 
security  can  be  guaranteed  through  the  crea- 
tion of  a  regional  order  for  the  entire  Asia 
Pacific  region,  and  not  only  for  the  South- 
east Asian  region. 

In  the  economic  field,  ASEAN' s  main 
challenge  is  to  increase  economic  coopera-' 
tion,  particularly  among  its  private  sector. 
The  focus  should  be  placed  on  cooperation 
vis-^-vis  the  world  rather  than  on  intra- 
ASEAN  cooperation.*  It  is  also  important 
for  ASEAN  to  find  mechanisms  that  could 
reduce  frictions  that  might  result  from  fur- 
ther integration  in  the  region.  This  is  the 
reason  why  economic  cooperation  through 
PECC  and  APEC  is  of  such  strategic  impor- 
tance to  ASEAN  and  other  parts  of  the 
region  as  well.^ 

In  the  political  fields,  the  ASEAN  coun- 
tries cannot  ignore  the  need  for  greater  open- 
ness of  and  plurality  in  their  political  systems 
as  their  economies  continue  to  progress  and 
a  middle  class  is  emerging. 

^Suhadi  Mangkusuwondo,  "ASEAN:  Future  Direc- 
tion," Indonesian  Quarterly  XIX,  no.  2  (Second 
Quarter  1991):  169-177,  especially  174. 

'Mochtar  Kusumaatmadja,  "ASEAN  and  the 
Pacific  in  the  1990s"  Indonesian  Quarterly  XIX,  no.  2 
(Second  Quarter  1991):  131-140,  especially  136-137  on 
the  acceptance  of  APEC  by  ASEAN. 


ASEAN's  Responses 

It  is  clear  from  the  above  discussion  that 
the  Southeast  Asian  sub-region  is  no  longer 
~  and  perhaps  has  never  been  ~  a  region  that 
is  self-contained  as  it  has  been  assumed  by 
and  aimed  at  by  ASEAN  in  its  concepts  of 
ZOPFAN  and  the  SEA-NWFZ.  The  desire 
in  the  past  for  creating  a  Southeast  Asian 
regional  order  can  be  explained  by  ASEAN's 
pre-occupation  with  its  own  region  and 
because  of  great  power  interventions  in  this 
sub- region  (in  the  Vietnam  War),  which  were 
at  their  height. 

The  concept  of  ZOPFAN,  as  laid  down 
in  the  Kuala  Lumpur  Declaration  of  1971, 
and  developed  further  in  the  ASEAN  Con- 
cord and  Treaty  of  Amity  and  Cooperation 
at  the  First  ASEAN  Summit  in  1976  in  Bali, 
contains  the  following  elements:  (1)  the 
strengthening  of  relations  amongst  the 
ASEAN  countries  so  that  disputes  can  be 
settled  in  a  peaceful  manner  and  cooperation 
in  many  fields  can  be  promoted;  (2)  the  de- 
velopment of  relations  with  other  Southeast 
Asian  countries  (the  three  Indochinese  states 
and  Myanmar)  on  the  basis  of  the  Treaty  of 
Amity  and  Cooperation  and  ultimately 
through  their  membership  in  ASEAN;  (3) 
the  structuring  of  relations  between  the 
ASEAN  countries  and  the  major  powers  on 
the  basis  of  the  latter' s  recognition  of 
Southeast  Asia's  regional  order  in  which 
there  is  no  hegemony  of  any  one  of  the  ma- 
jor powers. This  recognition  is  to  be  attained 
not  through  an  international  treaty  but  as  a 
result  of  ASEAN's  own  national  and 
regional  resilience. 

ZOPFAN' s  first  objective  has  been  suc- 
cessfully attained  by  ASEAN,  but  the  out- 
come has  been  negligible  with  regard  to  the 
second  objective  because  of  the  conflict  in 
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Cambodia.  Nonetheless,  these  two  elements 
(objectives)  of  a  regional  order  in  Southeast 
Asia  remain  valid.  It  is  with  regard  to  the 
third  element,  namely  on  the  relations  with 
the  major  powers,  that  the  idea  may  no 
longer  be  valid,  because  the  interests  of  the 
major  powers  towards  the  region  do  not  con- 
verge. 

"  The  US  has  not  been  supportive  of  the 
idea  because  it  believes  the  ZOPFAN  de- 
mand the  major  powers  to  leave  the  region, 
since  the  countries  in  the  region  ultimately 
do  not  want  to  have  foreign  military  bases  in 
their  region.  The  US  also  sees  the  SEA- 
NWFZ  as  against  its  strategic  interest,  since 
the  introduction  of  nuclear  free  zones  would 
limit  its  use  of  its  SLBMs,  SLBMs  and  air- 
craft carriers  of  the  Seventh  Fleet  carrying 
nuclear  weapons,  as  a  deterrent  against  the 
Soviet  Union.  Being  in  an  alliance  with  the 
US,  and  depending  on  its  nuclear  umbrella, 
Japan  is  also  not  supportive  of  the  ZOPFAN 
idea.  It  is  not  clear  whether  China  supports 
the  idea  or  not.  The  Soviet  Union  has  not 
given  any  objections  to  the  idea,  and  now 
they  are  forced  to  unilaterally  withdraw  their 
military  presence  from  the  region  because  of 
financial  consideration  and  changes  in 
foreign  policy. 

The  Cambodian  conflict  has  shown  that 
the  Southeast  Asian  countries  cannot  resolve 
the  sub-regional  conflict  by  themselves 
because  of  the  involvement  of  the  major 
powers,  China  in  particular.  Thus,  the  struc- 
turing of  ASEAN' s  relations  with  the  major 
powers  cannot  be  focused  on  the  Southeast 
Asian  region  but  needs  to  be  seen  in  the 
wider  regional  context  of  Asia  and  the 
Pacific. 

Southeast  Asia's  idea  of  nuclear  free 
zone  also  cannot  be  obtained  if  directed  only 
towards  the  Southeast  Asian  sub-region. 


Rather,  it  should  be  approached  from  the 
perspective  of  the  central  balance  and  the 
overall  strategic  arms  reduction,  as  in  the 
INF  and  START.  For  the  entire  Asia  Pacific 
region  the  reduction  of  nuclear  and  conven- 
tional armaments  will  take  a  long  time 
because  of  the  asymmetry  in  the  military 
strategies  of  the  two  superpowers,  namely 
the  US  which  relies  on  its  naval  power  as  the 
Soviet  Union  as  a  continental  power.  In  ad- 
dition, there  is  also  China,  a  no-ahgned 
country  which  possesses  nuclear  weapons. 
Japan,  although  it  is  not  a  nuclear  power, 
should  also  be  included  in  any  arms  control 
effort.  The  situation  in  this  region  becomes 
even  more  complex  because  of  the  worry 
that  the  Soviet  Union  is  moving  out  much  of 
its  conventional  weapons  from  Eastern 
Europe  and  from  West  of  the  Urals  to  its 
eastern  part  to  circumvent  their  destruction 
under  the  Paris  Agreement  of  1990. 

In  spite  of  their  complexity,  arms  control 
efforts  in  the  Asia  Pacific  region  must  con- 
dnue.  Therefore,  the  region  should  begin  to 
think  of  new  ways  and  approaches  for  the 
establishment  of  political  dialogues  and 
CBM  which  could  ultimately  lead  towards 
arms  control  efforts.  Until  now  the  region 
does  not  have  a  forum  to  discuss  political 
and  security  issues. 

The  growing  interdependence  among  the 
countries  in  the  Asia  Pacific  region  and  the 
process  of  economic  integration  that  is 
taking  place  in  the  region  have  led  to  a 
greater  recognition  of  the  need  for  consulta- 
tions, cooperation,  and  even  coordination  of 
policies,  not  only  in  the  economic  field  but 
also  in  the  political  field.  Here  is  where 


Jusuf  Wanandi,  "Peace  and  Security  in  South 
East  Asia,"  in  Trends,  published  by  ISEAS  (Institute 
of  South  East  Asian  Studies)  as  a  supplement  for  the 
Straits  Times  daily,  30  June  1991. 
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PECC  and  APEC  are  playing  an  important 
role.  Economic  factors  have  also  enabled 
political  dialogues  among  adversaries  —  such 
as  between  South  Korea  and  the  Soviet 
Union,  between  South  Korea  and  China, 
and  between  China  and  Taiwan  —  to  take 
place.  These  dialogues  do  not  as  yet  lead  to 
the  resolution  of  regional  conflicts,  but 
minimally  they  have  prevented  the  conflicts 
from  destabilising  the  region.  The  Cambo- 
dian conflict,  for  example,  is  largely  localis- 
ed and  as  such  it  does  not  destabilise  South- 
east Asia. 

The  dialogues  that  are  taking  place  in  the 
Korean  Peninsula  have  greatly  stabilised  that 
region.  Similarly,  a  forum  for  dialogue  on 
the  South  China  Sea  as  proposed  by  Indone- 
sia and  already  endorsed  by  the  conflicting 
parties  concerned  could  help  find  ways  to 
resolve  the  disputes  over  the  Spratly  islands. 
The  recent  visit  by  Gorbachev  to  Japan  has 
greatly  reduced  the  tensions  in  Northeast 
Asia  although  the  visit  itself  did  not  resolve 
the  problem  of  the  four  islands. 

The  foregoing  discussion  shows  that 
despite  its  heterogeneity  the  Asia  Pacific 
region  indeed  has  emerged  as  a  single  region. 

Given  these  developments,  there  are 
three  major  alternatives  that  ASEAN  could 
consider  in  formulating  its  concept  of 
regional  security  that  might  extent  beyond 
Southeast  Asia  to  include  the  entire  Asia 
Pacific  region.  In  discussing  these  various 
alternatives  it  should  be  kept  in  mind  that 
for  ASEAN  the  term  security  means  com- 
prehensive security  that  encompasses  all 
aspects  of  life.  ASEAN  should  critically 
assess  the  validity  of  its  old  assumptions;  in 
the  wake  of  the  fundamental  changes  that  is 
taking  place,  they  may  have  to  be  adjusted 
or  replaced  by  new  ideas  and  assumptions.  A 
new  ASEAN  consensus  may  emerge  from 


the  next  ASEAN  Summit  in  Singapore  in 
early  1992. 

The  Firsf  AHcrnalive 

The  first  alternative  is  to  continue  with 
the  efforts  to  establish  a  regional  order  for 
Southeast  Asia  based  on  ZOPFAN  idea. 
However,  the  foregoing  discussion  has 
shown  that  the  idea  is  invalid  only  in  so  far 
as  intra-ASEAN  and  intra-Southeast  Asian 
relations  are  concerned.  Thus,  these  efforts 
must  now  be  complemented  with  efforts  to 
structure  the  relations  between  the  ASEAN 
(or  Southeast  Asian  countries)  with  the  ma- 
jor powers  in  the  Asia  Pacific  region  within 
the  broader  regional  framework. 

The  first  question  to  ASEAN  is  whether 
this  regional  order  would  require  a  defence 
cooperation  among  the  ASEAN  countries 
that  would  help  them  to  resolve  intra- 
ASEAN  conflicts,  to  promote  CBM  in  the 
sub-region,  and  to  deter  outside  powers. 

Cooperation  in  the  defence  field  among 
different  sets  of  ASEAN  countries  has  been 
conducted  so  far  outside  of  ASEAN. 
However,  the  resulting  "web  of  bilateral  or 
trilateral  relations"  in  defence  has  led  to  an 
"entente  cordiale"  which  promotes  coopera- 
tion among  the  commanders  in  chief  of  the 
various  armed  forces,  a  greater  common  ap- 
preciation on  the  individual  assessments  of 
threat  to  the  region,  as  well  as  exchanges  in 
analyses,  intelligence  information,  and  train- 
ing personnel,  joint  exercises,  joint  border 
patrols,  cooperation  in  procurement,  repair 
and  maintenance  of  military  equipments. 
Whether  this  web  of  bilateral  cooperation 
would  be  transformed  into  a  multilateral  ar- 
rangement would  depend  upon  the  develop- 
ments in  the  Asia  Pacific  region  and  the 
views  of  military  and  political  leaders  in  the 


PEACE  AND  SECURITY 


321 


ASEAN  region  itself. 

There  are  two  possible  obstacles  to  the 
establishment  of  an  ASEAN  defence  coo- 
peration. First,  there  is  the  absence  of  a 
common  perception  of  external  threat 
amongst  the  ASEAN  countries.  It  appears, 
however,  that  the  perceptions  have  become 
more  congruent  now,  following  the  reduc- 
tion of  the  Soviet  Pacific  fleet,  the  with- 
drawal of  Vietnam  from  Cambodia,  and  the 
normalisation  of  Sino-Indonesian  relations. 
ASEAN  Foreign  Ministers  have  agreed  to 
take  up  politico-security  issues  in  their  an- 
nual meetings,  and  this  could  lead  to  a 
greater  congruence  in  their  views  and  percep- 
tions. Second,  there  are  a  number  of  old 
disputes  amongst  the  various  ASEAN  coun- 
tries themselves  that  have  not  been  resolved. 
The  most  prominent  dispute  is  between 
Malaysia  and  the  Philippines  on  the  Sabah 
issue. 

However,  if  the  need  for  a  multilateral 
defence  cooperation  is  greatly  felt  by 
ASEAN,  the  above  two  obstacles  can  be 
overcome.  There  are  a  number  of  develop- 
ments in  the  Asia  Pacific  region  that  could 
force  ASEAN  to  seriously  consider  to  form  a 
defence  cooperation.  First,  if  the  with- 
drawal of  US  military  presence  from  the 
region  occurs  much  earlier  and  much  faster 
than  expected.  Second,  if  China  develops 
its  military  capabilities  beyond  what  is  con- 
sidered adequate  for  its  defence  require- 
ments. 

Another  factor  is  a  change  in  the  views  of 
military  and  political  leaders  in  the  ASEAN 
countries  which  may  occur  if  they  consider 
the  future  to  be  highly  uncertain.  Whether 
the  cooperation  is  formulated  in  the  form  of 
a  military  pact  will  depend  on  further  de- 
velopments of  the  cooperation  and  the  inten- 
sity of  the  perceived  external  threat.  In  this 
respect   existing   defence  arrangements, 


bilaterally  with  the  US  or  the  FPDA  can  be 
maintained  as  necessary  as  a  second  line  of 
defence  cooperation . ' '  Military  pacts  are  not 
necessarily  outdated.  What  has  become  ir- 
relevant are  pacts  which  are  led  by  a  super- 
power and  are  directed  towards  countries  or 
group  of  countries  that  are  considered  to  be 
enemies.  An  ASEAN  defence  cooperation 
will  be  defensive  in  nature,  it  will  be  only 
among  the  ASEAN  countries  themselves, 
and  it  will  not  be  directed  towards  any  coun- 
try. Vietnam  and  other  Southeast  Asian 
countries  will  be  asked  to  cooperate  in  the 
creation  of  the  regional  order  by  signing  the 
Treaty  of  Amity  and  Cooperation,  and  at  a 
later  stage  they  can  become  members  of 
ASEAN. 

The  ultimate  objective  of  ASEAN 
defence  cooperation  is  to  develop  ASEAN' s 
capabilities  to  secure  its  sealanes  and  air,  in- 
cluding the  SLOCs  in  the  Southeast  Asian 
sub-region.  In  developing  this  capability, 
which  in  the  first  place  requires  the  organisa- 
tion of  coastguard  capabilities  to  patrol  the 
SLOCs  against  accidents,  pollution,  piracy, 
and  for  SAR  purposes,  ASEAN  needs  to 
cooperate  with  Japan  in  order  to  acquire  the 
necessary  technology  and  funding.  As  in  the 
case  of  the  Malacca  Straits,  Japan  should  be 
interested  in  contributing  to  the  security  of 
Southeast  Asian  sealanes  which  are  vital  to 
Japan.  The  important  issue  here  is  the 
development  of  political  will  on  both  the 
ASEAN  and  the  Japanese  side. 

The  Second  AKernafive 

The  second  alternative  is  to  maintain  a 
status  quo  and  the  existing  power  balance, 
with  some  adjustments  where  necessary. 


"ibid. 
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Here,  the  focus  is  on  the  US  mihtary 
presence  in  the  region  and  how  to  maintain 
this  presence  as  large  as  possible  and  as  long 
as  possible.  The  US  is  viewed  as  a  benign 
superpower  and  its  presence  is  necessary  for 
the  maintenance  of  regional  peace  and  stabi- 
lity. This  will  enable  the  countries  in  the 
region  to  focus  their  efforts  on  national 
development. 

US  mihtary  presence  in  Japan  cannot 
easily  be  replaced  or  faced  out.  Its  role  is  to 
counter  Soviet's  SLBMs  and  as  a  rapid 
deployment  force.  The  US- Japan  alliance  is 
definitely  the  most  important  factor  for  the 
peace  and  stability  of  the  Asia  Pacific 
region.  ASEAN' s  support  for  the  alliance  is 
important  to  sustain  pubhc  opinion  in  Japan 
for  the  continuation  of  the  alliance  and  the 
bases  that  comes  with  it. 

In  Korea,  the  US  military  presence  is 
more  of  a  transitional  nature,  namely  until 
the  attainment  of  peaceful  reunification.  In 
Southeast  Asia,  the  bases  and  facilities  in  the 
Philippines  and  other  places  symboUse  US 
military  presence  in  the  region.  However,  the 
political  debates  in  the  Philippines  can  make 
the  presence  of  those  bases  in  the  future 
liighly  uncertain.  Therefore,  the  only  long 
term  US  mihtary  presence  will  be  in  Japan. 

The  withdrawal  of  US  military  presence 
from  the  region  is  seen  to  create  new  pro- 
blems for  the  region  because  this  may  force 
Japan  to  increase  its  military  capabilities. 
The  uncertain  effect  of  this  development  will 
have  a  significant  influence  upon  China's  be- 
haviour. In  addition,  despite  its  grave  inter- 
nal problems  the  Soviet  Union  still  possess 
huge  amounts  of  military  hardware  and 
thus,  the  uncertainty  in  the  region  becomes 
even  greater.  Hence  the  preference  for  a 
status  quo  in  this  second  alternative. 


US  military  presence  in  the  region  means 
that  its  bilateral  military  pacts  remain  intact 
and  its  bases  or  military  facilities  in  the 
region  remain  in  place  albeit  with  regular  ad- 
justments. This  alternative  would  see  the  US 
presence  as  a  stabiHsing  factor  that  should  be 
preserved  for  the  next  ten  years  or  until  a 
new  regional  order  could  be  created.  The 
main  question  is  how  to  mobilise  the  public 
support  in  the  US  for  a  continued  military 
presence  in  the  Asia  Pacific  region. 

In  this  regard  it  is  important  that  the  US 
maintains  a  high  economic  presence  in  the 
region,  especially  in  Southeast  Asia,  where 
US  companies  are  being  outcompeted  by 
Japan  and  the  Asian  NIEs  (newly  in- 
dustrialising countries).  Another  important 
factor  is  burden-sharing,  particularly  by 
Japan,  South  Korea,  Australia,  and  to  a 
lesser  extent  ASEAN.  ASEAN' s  defence 
cooperation  in  the  future  could  be  con- 
sidered as  an  effort  of  burdensharing  on 
ASEAN' s  part  for  the  stability  and  peace  of 
the  South  East  Asian  region.'^ 

In  the  long  term  the  region  cannot  only 
rely  on  the  US  military  presence,  and  there- 
fore steps  need  to  be  taken  to- prepare  for 
such  eventually.  Here  is  where  the  third 
alternative  comes  into  the  picture. 


The  Third  Alternative 

This  third  alternative  contains  new  ele- 
ments and  ideas  for  regional  stability  and 
security.  It  will  be  composed  of  a  regional 
order  which  complements  the  new  interna- 
tional order. 


'^Crowe  Jr.  and  Romberg,  "Rethinking  Security," 
138. 
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The  foregoing  discussion  suggests  the 
need  for  political  dialogues  in  the  Asia 
Pacific  region.  There  is  as  yet  no  mechanism 
or  institutional  arrangement  for  such 
dialogues.  The  Philippines  Foreign  Minister, 
Raul  Manglapus,  has  proposed  that  ASEAN 
should  begin  to  have  a  dialogue  on  regional 
security  issues.  The  Canadian  Foreign 
Minister,  Joe  Clark,  further  suggested  that 
the  ASEAN  PMC  (Post  Ministerial  Con- 
ference) involving  ASEAN' s  dialogue  part- 
ners could  become  the  embryo  for  a  regional 
dialogue  on  politico-security  issues.  This 
dialogue  could  be  extended  to  include  China, 
the  Soviet  Union,  India,  and  Vietnam.''*  The 
Australian  Foreign  Minister  also  pointed  to 
the  need  for  a  regional  dialogue  in  the  Asia 
Pacific  region,  a  CSCA  (Conference  on 
Security  and  Cooperation  in  Asia),  which 
need  not  develop  along  the  lines  of  CSCE  in 
Europe.'^  The  Soviet  Foreign  Minister, 
Shevarnadze,  proposed  a  similar  idea  and 
proposed  that  a  meeting  of  foreign  ministers 
be  held  in  Vladivostok  in  1993.'^  In  his  re- 
cent visit  to  Japan,  Gorbachev  launched  the 
idea  of  a  meeting  of  the  major  powers  in  the 

17 

region. 

All  these  proposals  appear  to  be  some- 
what premature,  but  steps  need  to  be  taken 
to  begin  to  seriously  consider  the  most  mean- 

"Raul  Manglapus,  "ASEAN:  Towards  An  Eco- 
nomic Treaty  and  A  Security  Dialogue,"  Opening  State- 
ment at  the  Twenty-Third  ASEAN  Ministerial  Meeting, 
Jakarta,  24-25  July  1990. 

'■•Joe  Clark,  "Leading  Through  Dialogue  and  Deci- 
sion," Statement  at  the  Meeting  Between  ASEAN  and 
the  Dialogue  Partners,  Jakarta,  27-29  July  1990. 

'^Gareth  Evans,  Opening  Statement  at  the  Meeting 
Between  ASEAN  and  the  Dialogue  Partners,  Jakarta, 
27-29  July  1990. 

Straits  Times.  5  September  1990. 

' Jalcarta  Post,    1 8  April  1 99 1 . 


ingful  forum  or  mechanism  for  a  regional 
dialogue.  The  Asia  Pacific  region  is  a  hete- 
rogeneous region,  and  it  differs  from  the 
conditions  in  Europe.  However,  this  does 
not  reduce  the  desire  and  need  for  a  region- 
wide  political  forum  as  has  been  pointed  out 
earlier. 

A  great  deal  of  the  attentions  of  the 
leaders  in  the  region  is  currently  being  given 
to  regional  economic  cooperation.  APEC  is 
new  and  still  needs  a  lot  of  careful  attention 
and  nurturing.  Indonesian  leaders  are  of  the 
opinion  that  in  addition  to  APEC  their  ef- 
forts should  be  devoted  to  the  strengthening 
of  ASEAN.  But  the  US  administration  ap- 
pears to  be  most  hesitant  to  engage  in  a 
regional  political  and  security  dialogue.  This 
may  be  because:  (a)  it  does  not  trust  the 
Soviet  Union  as  yet  to  become  a  partner  in 
the  dialogue;  (b)  it  is  not  ready  to  discuss 
arms  control  issues  in  the  region  because  this 
would  entail  giving  up  its  naval  supremacy  in 
the  region;  (c)  the  administration  does  not 
give  sufficient  attention  and  time  to  the  Asia 
Pacific  region  where  there  is  no  crisis,  while 
most  of  its  attention  is  currently  being 
devoted  to  the  Middle  East,  Eastern  Europe 
and  the  Soviet  Union. 

It  is  without  doubt  that  the  Soviet  Union 
is  still  the  biggest  military  problem  for  the 
US.  Soviet  military  capabilities  in  region  has 
increased  qualitatively,  while  its  domestic 
political  developments  are  unpredictable  in 
the  short  and  medium  terms.  In  addition, 
because  of  maritime  strategy  involving  for- 


'^Richard  Solomon,  "Asian  Security  in  the  1990s: 
Integration  in  Economics,  Diversity  in  Defense,"  (ad- 
dress to  the  University  of  California  at  San  Diego,  30 
October  1990),  Foreign  Affairs  no.  41/FA/90  (The 
U.S.  Embassy  in  Jakarta:  USIS,  31  October  1990).  See 
also  Crowe  Jr.  and  Romberg,  "Rethinking  Security," 
127-130. 
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ward  deployment  capabilities,  the  US  needs 
naval  supremacy  in  order  to  offset  Soviet 
continental  capabilities  in  the  Far  East. 

Since  governments  in  the  region  are  only 
slowly  beginning  the  process  of  regional 
political  and  security  dialogues,  initiatives 
and  support  should  come  from  non-govern- 
mental institutions.  The  ASEAN-ISIS 
(Institutes  for  Strategic  and  International 
Studies)  has  began  such  a  process  together 
with  a  number  of  other  institutions  in  the 
Asia  Pacific  region.  It  is  hoped  that  in  the 
process  it  could  provide  a  useful  and  relevant 
intellectual  input  to  the  respective  govern- 
ments.'^ The  PECC  process,  which  has  con- 
tributed significantly  to  the  launching  of  the 
APEC  process,  shows  that  this  is  the  proper 
way  to  go  about  generating  ideas  and  sup- 
port in  the  region. 

A  further  step  is  to  examine  whether  ex- 
isting inter-governmental  institutions  could 
become  the  vehicle  for  the  regional  dia- 
logues. 

One  such  inter-governmental  forum  is 
the  ASEAN-PMC  the  advantages  of  this 
forum  are  as  follows:  (a)  it  already  has 
begun  to  engage  in  political  dialogues,  in 
particular  on  the  Cambodian  issue  and  the 
problems  of  Indochinese  refugees,  as  well  as 
on  Afghanistan  and  South  Africa;  (b)  it  is 
most  acceptable  to  ASEAN  because  it  is 
organised  by  ASEAN;  (c)  the  Soviet  Union, 
China,  and  Vietnam  are  potential  candidates 
to  become  ASEAN' s  dialogue  partners;  (d)  it 
can  make  use  of  ASEAN  non-governmental 
organisations  such  as  the  ASEAN-ISIS  to 
support  the  process.  The  disadvantages  may 
include  the  following:  (a)  limitations  on  the 
part  of  ASEAN  to  provide  sufficient  institu- 


"ASEAN-ISIS,  A  Time  for  Initiative,  June  1991. 


tional  support  to  the  process;  (b)  a  lack  on 
the  part  of  ASEAN  governments  to  take  the 
necessary  initiative;  (c)  reluctance  on  the 
part  of  other  Asia  Pacific  countries  to  accept 
the  use  of  a  forum  which  is  ASEAN-centric. 
However,  the  idea  here  is  to  use  the  ASEAN- 
PMC  only  in  the  formation  stage.  Once  the 
dialogues  are  off  the  ground,  they  could 
develop  their  own  institutional  mechanism. 

Another  forum  is  APEC.  Its  advantages 
are:  (a)  it  already  becomes  the  most  impor- 
tant political  and  economic  forum  in  the 
region;  (b)  if  it  becomes  institutionalised  in 
the  future,  this  forum  will  be  more  accep- 
table to  non-ASEAN  countries  than  the 
ASEAN-PMC;  (c)  it  performs  a  strategic 
function  in  addition  to  its  focus  on  political- 
economic  issues. 

The  disadvantages  are  as  follows:  (a)  it  is 
a  new  process  which  is  not  yet  institutionalis- 
ed; (b)  it  has  many  items  in  its  agenda;  (c) 
participants  in  the  APEC  process  do  not 
represent  the  agencies  that  are  primarily  con- 
cerned with  pohtico-security  matters;  (d)  its 
membership  is  not  well  defined. 

A  third  forum  is  ESCAP.  Its  advantage 
is  mainly  that  it  is  a  UN  agency  in  Asia.  But 
its  mandate  allows  it  to  deal  mainly  with  eco- 
nomic issues.  The  disadvantage  of  this 
forum  is  that  its  membership  is  too  diffused 
and  that  it  does  not  have  strong  institutions 
to  back  up  the  process. 

A  fourth  forum  is  the  UN  Regional  Of- 
fice on  Disarmament  which  is  located  in 
Nepal.  However,  this  forum  is  limited  in  its 
scope  does  not  have  the  necessary  me- 
chanism and  support  for  a  broader  agenda 

20 

for  the  Asia  Pacific  region. 


^ojusuf  Wanandi,  "Toward  a  New  Regional 
Order,"  110-112. 
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The  conclusion  that  can  be  drawn  from 
this  examination  is  that  the  ASEAN-PMC 
indeed  provides  a  workable  starting  point 
for  the  dialogue.  Whether  a  new  mechanism 
or  institution  should  be  set  up  at  a  later  stage 
depends  on  further  needs  and  developments. 
In  the  last  ASEAN' s  Ministers  Meeting, 
followed  by  the  ASEAN-Post  Ministerial 
Conference  (ASEAN-PMC)  in  Kuala  Lum- 
pur, July  19-23,  1991  a  general  consensus  of 
basing  the  dialogue  on  the  existing  ASEAN- 
PMC  is  emerging  and  hopefully  the  ASEAN 
Summit  in  early  1992  in  Singapore  is  going 
to  develop  and  give  the  idea  the  necessary 
political  boost. 


A  Concluding  Note 

ASEAN  need  not  choose  one  of  the 
three  alternatives  described  above.  Instead, 
it  can  combine  the  various  elements  that  are 
contained  in  those  alternatives.  As  discussed 
before,  ASEAN  can  pursue  its  idea  of  ZOP- 
FAN  with  regard  to  the  development  of 
intra-ASEAN  and  intra-Southeast  Asian 


relations.  This  could  be  combined  with  an 
ASEAN  defence  cooperation  scheme  if 
deemed  necessary  in  the  future. 

Especially  for  the  whole  Southeast  Asia 
region,  special  attention  should  be  paid  to 
establishing  a  sub-regional  order  based  on 
the  adherence  and  implementation  for  Treaty 
of  Amity  and  Cooperation  (1976),  for  all 
Southeast  Asian  nations.  At  the  same  time 
functional  cooperation,  especially  economic 
and  technical  cooperation,  should  be  en- 
couraged and  organised  through  institutions 
between  ASEAN  and  other  Southeast  Asian 
nations  on  a  regular  basis. 

To  maintain  regional  peace  and  stability 
ASEAN  should  develop  cooperation  with 
the  major  powers  and  other  countries  in  the 
Asia  Pat^ific  region.  The  US  role  in  the 
region  should  be  seen  as,  and  should  be  in- 
fluenced to  play,  a  stabihsing  factor.  A 
balanced  presence  of  all  the  major  powers  in 
the  region  can  be  attained  through  the 
establishment  of  a  political  and  security 
dialogue.  The  ASEAN-PMC  can  be  develop 
to  act .  as  an  initial  vehicle  for  such  a 
dialogue. 


Relations  Among  Indonesia, 
Malaysia  and  Singapore: 
From  Confrontation  to  Collaboration 

and  Re-alliance 

A.R.  Sutopo 


ENTERING  the  1990s  Indonesia's  re- 
lations with  both  of  its  two  closest 
neighbours,  Malaysia  and  Singapore, 
have  been  fuelling  by  emotional  strain 
among  the  three  nations.  While  these  three 
ASEAN  member  states  play  an  important 
role  in  shaping  the  organisation  into  a  more 
stable  vehicle  for  regional  cooperation, 
disturbances  which  nowadays  occur  in  these 
relations  may  create  frictions  in  the  future, 
and  may  in  turn  bear  certain  consequences, 
not  only  as  regards  Indonesia  and  both 
neighbours,  but  also  for  ASEAN,  with  fur- 
ther implications  for  the  stability  and  securi- 
ty in  Southeast  Asia.  Whether  further  fric- 
tions and  their  consequences  for  ASEAN 
will  harm  this  cooperative  organisation 
shortly  is  still  uncertain. 

Even  though  until  now  there  have  been 
no  reminders  that  Indonesia's  relations  with 
both  neighbours  will  develop  in  an  unstable 
direction  (beyond  any  limits  of  tolerance  for 
ASEAN),  mutual  suspicions  have  arisen 
among  the  three  neighbour  countries.  Ap- 
parently political,  economic,  and  socio- 


cultural  factors  have  also  affected  this 
development.  For  instance,  while  Indonesia 
and  Singapore  currently  are  strengthening 
their  cooperation  in  economic,'  military, 
and  security  fields,  Malaysia  has  expressed 
its  disagreement,  if  not  its  criticism,  of 
Singapore's  offer  to  the  United  States  to  use 
its  facilities  for  military  purposes,  especially 
for  its  navy.^  Complaints  have  also  been 
voiced  about  the  lack  of  consultation  among 


'An  example,  toward  the  end  of  August,  1990:  The 
Indonesian  and  Singaporean  governments  signed  an 
agreement  for  econonlic  development  cooperation  in 
the  province  of  Riau.  It  was  a  promotional  and  capital 
investment  protection  agreement.  See  Kompas,  29 
August  1990. 

^After  carrying  out  regular  joint  exercises  between 
the  navy  and  air  forces,  there  were  joint  land  exercises 
between  both  armed  forces.  Both  countries  also  built  up 
facilities  for  aerial  target  practice  in  Riau,  operating  on 
the  basis  of  an  agreement,  March,  1989.  Besides,  infan- 
try exercise  facilities  in  Baturaja,  South  Sumatra,  can 
also  be  utilised  for  exercises  by  the  Singapore  army. 

^See  Khaw  Guat  Hoon,  "The  International  Politics 
Southeast  Asia:  Issues  in  1989,"  Southeast  Asian  Af- 
fairs /PPO  (Singapore:  Institute  of  Southeast  Asian 
Studies,  1990),  3-23,  especially  15-16. 
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these  three  neighbour  countries  relating  to 
several  problems  that  have  caused  tensions 
in  their  dealings.  On  the  other  hand,  between 
Indonesia  and  Malaysia  there  seems  to  be  a 
kind  of  economic  competition,  especially  in 
their  exports.  In  the  midst  of  this  at- 
mosphere, there  continue  to  be  difficulties  in 
socio-cultural  ties  among  the  three  countries, 
and  even  between  Indonesia  and  Malaysia, 
which  are  considered  to  have  similar  values 
based  on  their  shared  Malay  culture. 

No  less  prominent  are  their  diplomatic 
manoeuvres  and  foreign  policies,  which  still 
reflects  sensitivities  in  their  relationship.  As 
developing  nations,  Indonesia  and  Malaysia 
feel  the  need  for  a  wider  international 
forum,  and  therefore  each  of  their  manoeu- 
vres, to  a  certain  degree  conceals  their  rivalry 
to  play  a  leading  role  in  certain  matters.  For 
instance,  Indonesia  has  shown  its  interest  in 
becoming  leader  of  the  Non-Aligned  Move- 
ment by  nominating  itself  as  organiser  of  the 
Summit  Conference,  while  Malaysia  is  an- 
xious to  become  the  leader  in  the  South- 
South  dialogues.  As  for  Singapore,  its  ap- 
proach toward  international  economic  pro- 
blems and  the  Cambodian  issue,  e.g.,  is 
known  to  be  different  from  that  of  In- 
donesia, and  also  of  Malaysia.  These 
divergent  foreign  policy-lines  have  added  to 
the  complexity  of  Indonesia's  dealings  with 
both  neighbouring  states. 

On  the  other  hand,  an  idea  has  been  pro- 
posed and  is  being  developed  to  enhance  eco- 
nomic cooperation  among  the  three  coun- 
tries. This  idea  of  a  triangular  economic 
cooperation  was  expressed  by  Goh  Chok 
Tong,  Deputy  Prime  Minister  of  Singapore, 
for  a  growth  triangle  including  Singapore, 
Johor  in  Malaysia,  and  the  Riau  Islands,  es- 
pecially Batam  and  Bintan,  as  regions  ac- 
tivating the  economic  growth  cooperation  of 


the  three  countries.'*  Geographical  proximity 
and  economic  complementarity  may  be 
strong  enough  for  the  three  regions  to  imple- 
ment this  cooperative  development.  Never- 
theless, bearing  in  mind  that  intra-ASEAN 
economic  cooperation  has  not  as  yet  yielded 
good  results,  this  idea  to  develop  coopera- 
tion, besides  possibly  amounting  to  a 
penetration  of  ASEAN,  should  be  investi- 
gated carefully  to  determine  the  extent  that 
the  special  cooperation  can  take  place. 

Therefore  now  the  need  for  Indonesia's 
relations  with  both  neighbours  should  be 
given  even  more  attention.  It  appears  to  have 
become  accepted  among  part  of  the  Indone- 
sian and  Malaysian  society  in  particular,  that 
their  relations  had  to  be  hke  that,  which  in 
general  are  considered  alright,  and  will  con- 
tinue to  be  so  in  the  future.  The  emergence, 
however,  of  late  of  some  problems,  like 
those  involving  workers  and  Indonesians 
who  arrived  in  Malaysia  illegally  has  stirred 
up  a  controversy  within  the  Malaysian  socie- 
ty  itself  and   has   caused   problems  in 
Indonesian-Malaysian  relations;  the  death 
sentence  applied  to  Basri  Masse  at  the  begin- 
ning of  1990  in  Sabah,  which  then  became  an 
emotional  issue  in  the  Indonesian  society; 
the  reemergence  of  the  conflict  between  In- 
donesia and  Malaysia  on  the  sovereignty 
over  the  Sipadan  and  Ligitan  islands  in  the 
border  area  between  Sabah  and  East  Kali- 
mantan, Malaysia's  accusation  that  it  is 
spied  upon  by  one  of  its  neighbours,^  and 
the  reaction  of  the  Indonesian  society,  even 


■•See  the  statement  of  Singapore  Deputy  Prime 
Minister,  Goh  Chok  Tong,  on  this  matter  as  published 
in  Sirails  Times,  21  December  1989. 

'This  accusation  was  apparently  addressed  to  Singa- 
pore. See  "Neighbourly  Interest,"  Far  Eastern  Eco- 
nomic Review,  21  December  1989,  20-21. 
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though  limited,  on  the  radio  speech  of 
Singapore's  Prime  Minister,  Lee  Kuan  Yew, 
concerning  Indonesia's  first  President  and 
the  era  of  confrontation,^  all  signal  that  the 
grounds  of  those  views  concerning  the  rela- 
tions of  Indonesia  with  Malaysia  and 
Singapore  should  be  reevaluated.  What  are 
their  mutual  interests?  Has  Indonesia 
adopted  the  same  strategy  as  that  of  both 
neighbours  to  realise  these  interests?  What 
are  the  problems  that  divide  them?  How  do 
they  regard  each  other  in  the  context  of  cur- 
rent regional  and  international  develop- 
ment? What  are  the  implications  for  Indone- 
sia's relations  with  both  neighbours?  What 
are  the  implications  for  ASEAN? 

A  thorough  description  of  Indonesia's 
relations  with  Malaysia  and  Singapore  is 
needed  to  understand  this  extensive  pro- 
blem, but  such  a  study  lies  outside  the  scope 
and  capacity  of  this  article.  This  writing  puts 
more  emphasis  on  an  analytic  discussion  of 
the  aspects  involved  in  Indonesia's  ties  with 
both  neighbouring  countries,  without  pre- 
tending to  present  a  balanced  view.  Priority 
is  given  to  the  political,  security,  and 
economic  aspects  of  these  relations  in  the 
decade  of  the  1980s.  From  this  discussion 
some  conclusions  are  drawn  relating  to  the 
characteristics  and  problems  faced,  and  their 
implications  for  ASEAN.  Therefore  I  first 
would  like  to  sketch  the  background  of  these 
relations,  especially  those  connected  with  the 
period  of  confrontation  and  the  establish- 
ment of  ASEAN  cooperation  as  important 
milestones. 


*See  Lee  Kuan  Yew's  speech  to  commemorate  Singa- 
pore National  Day  as  published  in  Straits  Times, 
August  27,  1990.  For  reactions  from  Indonesia,  see 
editorial,  Kompas.  30  August  1990. 


From  Confrontation  to  Cooperation 

It  may  not  be  too  exaggerated  to  say  that 
relations  with  Malaysia  and  Singapore  re- 
main one  of  the  backbones  of  Indonesian 
foreign  policy  in  the  Southeast  Asia  region. 
It  is  true  that  formally  Indonesia  has  worked 
out  close  relationships  with  the  other  Asian 
neighbour  states,  especially  with  Burma 
(Myanmar),  but  also  with  India,  Pakistan 
and  Sri  Langka  since  the  time  of  Indonesia's 
independence  until  the  Afro-Asian  Con- 
ference in  Bandung  in  April,  1955.  The 
Afro-Asian  countries'  support  in  In- 
donesia's struggle  for  independence  has  been 
not  less  strong  compared  with  that  of  the 
others.^  However,  in  the  development  of  In- 
donesian foreign  policy  and  relationship,  ties 
with  Malaysia  and  Singapore  are  of  much 
more  importance  for  several  reasons. 

Geographically,  it  is  clearly  visible  that 
relations  with  both  neighbours  are  "na- 
tural". Even  though  geographical  proximity 
is  not  the  only  factor,  it  is  important  and  it 
should  be  kept  in  mind  that  Indonesia,  Ma- 
laysia and  Singapore  were  born  as  states 
which  are  living  side  by  side.  Also  because  of 
this  geographical  proximity,  long  political 
contacts,  trade  exchanges,  and  even  cultural 
"syncretism"  have  occurred  among  these 
three  countries.  Moreover  the  region  around 
the  Malacca  Straits  and  the  waters  of  the  ar- 
chipelago have  always  been  a  trade  route 
among  nations,  uniting  several  Western  as 
well  as  Eastern  countries  to  serve  their  in- 
terests. Modern  communications  have 
strengthened  this  geographical  factor  even 
more,  as  far  as  Indonesia's  ties  with  its  two 
neighbours  is  concerned.  But  geographical 

^See  Ide  Anak  AgungGde  Agung,  Twenty  Years  In- 
donesian Foreign  Policy,  1945-1965  (Paris:  The  Hague, 
Mouton  &  Co.,  1973),  Chap.  6. 
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proximity  and  objective  differences  in  size, 
as  they  relate  to  land  and  maritime  regional 
size,  number  of  population  and  the  striking 
potential  of  natural  resources  among  the 
three,  have  had  a  share  in  effecting  very  high 
dynamic  relationship  among  these  three 
countries. 

Viewed  from  the  formal  perspective,  In- 
donesia's relationship  with  Malaysia  and 
Singapore  is  indeed  a  new  phenomenon  of 
only  three  decades  duration,  namely  since 
diplomatic  ties  with  Malay  (now  Malaysia) 
and  Singapore  were  established  in  the  decade 
of  the  1950s  and  the  second  half  of  the 
1960s.  Though  the  period  of  formal  relations 
is  relatively  short  as  far  as  historical  con- 
cepts go,  the  dynamics  of  these  relations 
contain  several  problems.  It  is  these  pro- 
blems that  also  made  Indonesia,  which  is  in 
some  aspects  far  larger  in  size  than  its  two 
neighbours,  unable  to  take  these  relations 
for  granted,  because  their  formal  relation- 
ship was  influenced  by  its  inherent  historical 
aspect,  involving  political,  economic  and 
socio-cultural  factors  as  well  as  objective  dif- 
ferences. 

In  the  past,  the  three  countries  had  esta- 
blished close  relationship,  before  the  three 
countries  became  independent.  Besides 
geographical  factors,  especially  between  In- 
donesia and  Malaysia,  historically  this  rela- 
tionship can  be  traced  back  to  the  pre- 
independence  period.  During  the  period 
of  glorious  kingdoms  before  the  era  of 
Western  colonialism,  close  relations  in  the 
form  of  friendly  bonds,  suzerainty,  as  well 
as  trade  relations,  condensed  since  the 
period  of  Sriwijaya,  Majapahit,  and. the 
Malay    kingdoms    around    the  Malacca 

o 

Straits.   In  fact,  from  experiences,  we  may 


'See  O.W.  Wolters,  History,  Culture  and  Region  in 
Southeast  Asian  Perspectives  (Singapore:  ISEAS, 


generalise  that  the  three  countries,  even 
though  possibly  at  different  levels,  show 
similarities  in  facing  the  outside  environment 
in  the  course  of  history,  and  therefore  also 
facing  penetration,  or  influences  of  outside 
cultural  interactions,  which  were  more  or 
less  similar,  namely  Hinduism,  Islam,  and 
afterwards  European  culture  mainly  through 
colonisation.  The  Chinese  culture,  on  very 
variable  levels,  afterwards  caused  internal 
debates^  for  Indonesia  and  Malaysia,  and 
also  influenced  the  development  of  these 
three  countries,  with  Singapore  in  the  most 
advanced  position. 

Moreover,  some  circles,  especially  in 
Malaysia,  often  put  a  premium  on  cultural 
ties  with  Indonesia.  One  example  is  the  firm 
belief  in  Malaysian  circles  in  the  importance 
of  being  of  one  family,  which  is  the  basis  of 
relations  between  Malaysia  and  Indonesia.'*' 


1982);  and  Sartono  Kartodirdjo,  Pengantar  Sejarah  In- 
donesia Baru  1500-1900:  Dari  Emporium  Sampai  Im- 
perium  [An  Introduction  to  New  Indonesian  History 
1 500- 1900:  From  Emporium  to  Imperium]  (Jakarta: 
Gramedia  1987),  especially  Chaps.  1  &  2. 

'in  Malaysia,  the  Chinese  community  group  and 
other  groups  face  discrimination,  by  giving  a  prominent 
role  to  the  Malay  group  in  political  life.  In  Indonesia, 
even  though  legally  there  is  no  discrimination  in  reality 
debates  occur  on  status,  rights  and  duties  of  Indonesian 
citizens  of  Chinese  descent. 

""in  Malaysian  domestic  politics  based  on  ethnicity, 
the  problem  is  not  as  simple  as  it  sounds,  because  there 
at  least  two  elements  of  conflict  are  involved:  (1)  Malay 
versus  non-Malay,  and  this  mainly  means  the  Chinese 
ethnic  group,  even  though  it  also  occurs  with  other 
ethnic  groups;  and  (2)  the  conflict  of  the  Malay  with 
other  native  groups,  at  the  Malay  Peninsula  as  well  as  in 
Serawak  and  Sabah.  See  e.g.  Zakaria  Haji  Ahmad, 
"Malaysian  Foreign  Policy  and  Domestic  Polestics: 
Looking  Outward  and  Moving  Inward?"  in  Asia  and 
the  Major  Powersf  Domestic  Politics  and  Foreign 
Policy,  ed.  Robert  A.  Scalapino,  Seizaburo  Sato,  Jusuf 
Wanandi  and  Sung-joo  Han  (Berkeley:  Institute  of  East 
Asian  Studies,  University  of  California,  Berkeley, 
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This  may  be  surprising  for  the  Indonesian 
society,  which  basically  is  a  pluralistic  one 
and  does  not  rely  on  the  principle  of  iden- 
tical ethnic  group  in  forming  its  nation.  The 
consequence  for  Indonesia  is  that  in  relating 
to  the  outside  world,  including  Malaysia,  In- 
donesians do  not  put  such  a  premium  on  this 
principle.  Because  if  Indonesia  does  it  will 
face  at  least  two  problems.  First,  the  pro- 
blem of  the  identity  of  the  Indonesian  peo- 
ple, which  is  not  limited  to  and  not  the  same 
as  the  Malay  race,  and  second  the  problem 
of  Islam.  This  religion  in  Malaysia  is  iden- 
tical to  Malay  and  is  a  state  religion.  In  In- 
donesia, even  though  Islam  is  adhered  to  by 
a  far  larger  percentage  of  population  and 
plays  a  very  great  role  in  the  life  of  society,  it 
is  not  linked  with  a  specific  race  or  certain 
races  and  is  not  a  state  religion  ciiher. 

Considering  these  matters,  il  is  not  sur- 
prising that  in  the  post  colonial  era,  these 
independent  nations  continue  to  have  im- 
prints from  the  past,  that  has  created  a 
bond  between  them.  The  notion  of  this  in- 
tense relationship  refers  to  two  aspects, 
namely  one  which  is  confrontative  and 
another  which  is  collaborative.  Between 
these  two,  many  kinds  of  relationship  and 
nuances  exist.  Therefore  one  extreme  aspect 
as  a  milestone  of  the  intense  relations  is  the 
confrontation  era.  At  that  time  Indonesia 
opposed  the  establishment  of  the  Federation 


1988),  256-79,  especially  259-62.  On  the  importance  of 
this  sameness  of  origin,  see  among  others  Tan  Sri  (DR) 
Mohd.  Ghazali  Shafie,  "Perspektif  Sejarah  Hubungan 
Indonesia-Malaysia:  'Sejarah,  Masalah  dan  Tan- 
tangan'"  (Historical  Perspectives  of  Indonesia- 
Malaysia  Relations:  'History,  Problems  and  Chal- 
lenge'") in  Dialog  Pemuda  Indonesia-Malaysia 
II  (Dialogue  of  Indonesian-Malaysian  Youth  II), 
Cisarua-Bogor,  Indonesia,  17-19  Januari  1990,  ed. 
Zainal  Arifin  and  Ronald  Nangoi  (Jakarta:  May,  1990), 
46-59. 


of  Malaysia,  which  included  Singapore." 
The  Indonesian  campaign  to  "crush" 
Malaysia,  which  was  considered  a  Ne- 
koliin  (neo-colonialism,  colonialism  and  im- 
perialism) puppet,  indicates  that  their 
perceptions  how  to  live  together  as  neigh- 
bours and  how  to  organise  themselves  as  well 
in  relation  to  the  outside  world,  differed. 
This  difference  was  evident  in  their  relation- 
ship. 

The  confrontation  policy  basically  re- 
flected an  era  when  Indonesia,  which  had 
just  freed  itself  from  the  remains  of  Dutch 
colonialism  in  West  Irian  (now  Irian  Jaya), 
felt  surrounded  by  neocolonial  forces 
through  the  establishment  of  the  Malaysian 
Federation,  which  could  endanger  its  stabili- 
ty and  security.  The  formation  of  Malaysia 
was  seen  as  an  effort  of  the  West,  mainly 
England,  to  form  a  means  to  maintain  its 
presence  and  influence  in  Southeast  Asia. 
Moreover,  the  establishment  of  Malaysia 
was  also  perceived  as  the  increase  of  threats 
and  the  emergence  of  a  Second  China,  which 
would  dominate  Southeast  Asian  politics 
and  economy,  especially  in  Malaysia  and  In- 
donesia itself.'^  Therefore,  Indonesia  tried 

"For  literature  on  this  period,  see  e.g.,  Bernard  K. 
Gordon,  Ttie  Dimensions  of  Conflict  in  Southeast 
/Ij/fl  (Englewood  Cliffs,  New  Jersey:  Prentice-Hall 
Inc.,  1966),  Chap.  Ill;  and  Peter  Boyce,  Malaysia  and 
Singapore  in  International  Diplomacy:  Documents  and 
Commentaries  (Sydney:  Sydney  University  Press, 
1968),  Chaps.  V  &  VI. 

'^Mohammad  Hatta,  "One  Indonesian  View  of  Ma- 
laysia Issues,"  Asian  Survey  (March  1965):  140,  as 
cited  by  Donald  G.  McCIoud,  System  and  Process  in 
Southeast  Asia:  The  Evolution  of  a  Region  System  and 
Process  in  Southeast  Asia:  The  Evolution  of  a  Region 
(Boulder,  Colorado:  Westview  Press,  1986),  253;  and  in 
Boyce,  Malaysia  and  Singapore  Diplomacy,  Chap.  V, 
Document  3.  Compare  also  with  Michael  Leifer,  In- 
donesia's Foreign  Policy  (l^onAon:  George,  Allen  & 
Unwin,  1983),  73. 
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to  influence  the  process  of  establishing  the 
Federation  of  Malaysia  by  mobilising  all  its 
diplomatic  powers.  However,  Malaysia 
could  not  be  prevented  from  asserting  its 
existence,  in  spite  of  Indonesia's  wishes  and 
perceptions. 

Before  the  confrontation,  actually  Indo- 
nesian-Malay(si)an  relations  could  not  be 
called  intimate,  because  the  moment  Malaya 
(Malaysia)  was  born  as  an  actor  in  interna- 
tional relations,  it  faced  an  Indonesia 
threatened  by  domestic  division,  with  the  oc- 
currence of  the  Permesta  and  PRRI  (Revolu- 
tionary Governments  of  the  Republic  of  In- 
donesia) revolts  between  1957  and  1958.  In 
relation  to  this  and  because  of  the  actions 
taken  by  the  Indonesian  government,  a  score 
of  revolt  leaders  fled  to  Malaya  (Malaysia) 
and  asked  for  political  assylum.  Apparently 
Malaya  (Malaysia)  felt  some  sympathy  with 
this  revolt,  or  at  least  took  a  neutral  stand 
towards  these  insurgents  from  Indonesia.'-' 
The  presence  of  these  fugitives  strained  rela- 
tions between  Indonesia  and  Malaya,  which 
had  just  become  independent,  because 
Malaya  refused  Indonesia's  request  for  their 
extradition  contending  that  there  was  no  ex- 
tradition agreement  yet  between  both  coun- 
tries, and  because  Malaya  (Malaysia)  treated 
them  as  illegal  arrivals,  not  as  political 
refugees.  Apparently  this  is  a  characteristics 
of  Malaysia's  attitude  towards  Indonesia:  it 
is  both  close  and  apprehensive. 

What  is  immediately  visible  in  this  con- 
frontational episode  are  the  implanted  tangi- 
ble suspicions  of  Malaysia  and  Singapore 
towards  Indonesia's  ambitions  in  the  South- 
east Asian  region,  especially  concerning  its 
relations  with  Malaysia  and  Singapore.  We 


^Boyce,  Malaysia  and  Singapore  Diplomacy,  l53- 

54. 


recall  the  debates  on  the  definition  of  the  In- 
donesian region  when  this  was  to  be  defined 
at  the  BPUPKI  (Organisation  For  Investiga- 
tion of  Indonesia's  Independence)  session 
which  emerged  in  Malaysia:  whether  the  na- 
tion to  be  established  would  be  Great  In- 
donesia, including  what  is  now  Malaysia  and 
Singapore.'^  Malaysian  elites  were  very  an- 
xious about  Indonesian  expansionism  on  the 
basis  of  this  Great  Indonesia  concept.  For 
Southeast  Asia,  this  resulted  in  an  increase 
of  alliances  or  axes,  among  states  within  this 
region,  and  states  outside  the  region  (Malay- 
sia, and  Singapore  with  England,  Australia 
and  New  Zealand,  which  later  was  trans- 
formed into  the  Five-Power  Defence  Ar- 
rangement -  FPDA;  Thailand  and  the  Philip- 
pines with  the  USA;  Indonesia  and  China). 
No  less  important  was  the  perception  in 
Malaysia  and  Singapore  of  a  threatening  and 
aggresive  Indonesia.  The  gloomy  experiences 
of  this  era  of  confrontation  apparently  were 
a  condition,  which  have  periodically  affected 
the  intensity  of  Indonesian  relations  with 
both  neighbouring  countries. 

Meanwhile  another  milestone  of  intense 
relations  is  the  other  side  of  this  relation 
which  was  realised  in  the  establishment  of 
ASEAN,  when  Indonesia  and  Malaysia 
agreed  to  "bury"  the  confrontational  era 
and  together  with  Singapore,  the  Philippines 
and  Thailand,  create  a  full  cooperative  rela- 
tionship. The  change  of  government  in  In- 
donesia following  the  failure  of  the 
G-30-S/PKI  coup  changed  Indonesia's  for- 
eign policy.  The  termination  of  the  policy  of 
confrontation  in  1968,  which  later  was  fol- 
lowed by  Indonesia's  readiness  to  become  in- 


On  the  anxiety  concerning  this  ambition  of  Great 
Indonesia,  see  Gordon,  Dimensions  of  Conflict  in 
Soulheasl  /4 5/0,  especially  79-87;  and  Boyce,  Malaysia 
1  and  Singapore  Diplomacy,  Chap.  V. 
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volved  in  forming  a  regional  Southeast  Asian 
cooperation,  was  one  of  the  reversals  of  In- 
donesia's approach  towards  its  external  en- 
vironment in  the  effort  to  maintain  stability 
and  security,  including  domestically,  from  a 
confrontation  to  a  collaborative  stand. 
This  era  of  cooperation  is  basically  the 
longest  period  in  the  history  of  Indonesian 
relations  with  Malaysia  and  Singapore,  since 
the  founding  of  ASEAN  in  1967. 

Even  though  the  era  of  cooperation  that 
replaced  the  era  of  confrontation  is  the 
longest  period  in  the  relations  of  Indonesia 
with  Malaysia  and  Singapore,  fluctuations 
occurred  as  expected  in  relations  between 
neighbours  in  the  everyday  life  of  society. 
The  entrance  of  Indonesia,  together  with 
Malaysia  and  Singapore,  into  ASEAN  is  a 
political  indication  of  a  new  approach 
among  the  three.  Indonesia's  economic  rela- 
tions, however,  with  Singapore  and  Malay- 
sia were  basically  not  much  influenced,  ex- 
cept those  with  Singapore,  which  decreased 
significantly  at  the  time  when  the  spirit  of 
confrontation  peaked.'^  Economic  relations 
with  Malaysia  did  not  make  headway  and  re- 
mained low  in  terms  of  their  relative  position 
as  well  as  their  value.  But  one  of  the  impor- 
tant achievements  is  that  since  the  end  of  the 


"For  the  background  of  ASEAN  establishment,  see 
Estrella  D.  Solidum,  Towards  A  Southeast  Asian  Com- 
munity (Quezon  City:  University  of  the  Philippines 
Press,  1974);  see  also,  J.  Soedjati  Djiwandono,  "In- 
donesia's Relations  with  Other  Southeast  Asian  Coun- 
tries," in  Strategi  dan  Hubungan  Internasional:  In- 
donesia di  Kawasan  Asia  Pasifik  [Strategy  and  Inter- 
national Relations:  Indonesia  in  the  Asia  Pacific  Re- 
gion], ed.  Hadi  Soesastro  and  A.R.  Sutopo  (Jakarta: 
Centre  for  Strategic  and  International  Studies,  1981), 
541-59. 

'*For  the  situation  of  economic  and  trade  relations 
with  Singapore  during  this  period  of  confrontation,  see 
Gordon,  Dimensions  of  Conflict,  74. 


era  of  confrontation,  Indonesia  and  Malay- 
sia have  formed  more  visible  socio-cultural 
bonds,  by  sending  a  number  of  teachers 
from  Indonesia  to  Malaysia,  and  Malaysian 
students  to  Indonesia.  But  the  substance  of 
Indonesian  relations  with  Malaysia  and 
Singapore  afterwards  was  found  more  in 
their  political  dealings. 

Between  both  there  are  so  many  types  of 
relations  varying  between  conflict  and  coo- 
peration. Basically  the  relationship  between 
Indonesia  and  its  two  neighbours  is  more  in 
this  greyish  field.  A  generalised  pattern  of 
Indonesian,  Malaysian  and  Singaporean  re- 
lations may  be  constructed  through  a 
description  of  relations  occurring  in  several 
fields.  This  article,  however,  studies  critical- 
ly poHtical,  military,  and  economic  relations 
of  Indonesia  with  its  two  neighbours. 


Political  Relations 

Indonesian  political  relations  with  both 
neighbouring  countries  may  be  called  a  com- 
monality of  family  relationship.  On  the  one 
hand  these  relations  show  intimacy  among 
the  neighbouring  countries,  but  on  the  other 
hand  they  disguise  a  lot  of  complex  problems 
which  are  difficult  to  solve.  The  background 
of  confrontation  and  cooperation  within 
ASEAN  may  be  said  to  symbolise  a  relation- 
ship which  basically  is  one  of  love  and  hate 
all  at  once.  The  fact  that  Indonesia  is  located 
within  one  geographical  position  with  Ma- 
laysia and  Singapore  makes  it  difficult  to 
understand  Indonesia's  relations  with  both 
neighbours  by  only  referring  to  the  rational 
aspects  of  interrelationship.  Up  to  quite  a 
high  extent,  as  mentioned  earlier,  geogra- 
phic, economic  and  cultural  ties  emotionally 
influence  Indonesia's  political  relations  with 
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Malaysia  and  Singapore. 

Rationally,  being  neighbours,  Indonesia, 
Malaysia  and  Singapore  have  done  their  ut- 
most to  fix  in  a  clear  way  the  boundaries  of 
each  country's  internal  sovereignty.  As  far 
as  internal  problems  are  involved,  the  princi- 
ple of  not  to  interfere  with  the  affairs  of 
neighbouring  countries  has  been  kept  and 
maintained  as  far  as  possible.  This  is  evident 
from  the  fact  that  the  three  national  systems 
differ  from  each  other  in  the  midst  of  their 
conviction  that  they  have  several  similarities 
in  the  socio-cultural  realm.  Several  domestic 
events  in  Indonesia,  like  the  problem  of  in- 
digenous and  non-indigenous  groups  in  its 
social,  economic  and  political  life,  never 
became  an  issue  questioned  in  Indonesia's 
relations  with  Singapore,  at  least  not  in  the 
formal  sense;  nor  did  settlement  policies  in 
Malaysia  become  a  problem  in  Indonesia's 
relationship  with  that  country.  Frankly 
speaking,  at  the  official  level,  relations  be- 
tween Indonesia  with  Malaysia  as  well  as 
with  Singapore  appear  to  be  very  good  and 
no  urgent  problems  seem  to  be  in  need  of 
being  solved. 

Emotionally,  Indonesia's  relations  with 
its  two  neighbours  conceal  at  least  an  anxiety 
emerging  from  actual  and  perceptual  fac- 
tors. From  the  actual  factor,  the  existence  of 
some  unfinished  problems  between  Indone- 
sia and  Malaysia  as  well  as  Singapore,  even 
though  subdued,  make  this  relationship 
often  very  awkward.  But  the  current  pro- 
blem which  is  most  conspicuous  within 
Indonesian-Malaysian  relations  involves 
border  and  illegal  crossing  from  one  country 
to  another.  Even  though  in  general  Indone- 
sia together  with  Malaysia  and  Singapore 
have  been  able  to  settle  their  border  dispute 
on  land  and  sea,  e.g.  they  successfully 
established  the  borderlines  in  the  Straits  of 


Malacca  and  the  Singapore  Straits,''  and 
settled  the  continental  shelf  and  the  exclusive 
economic  zone,  some  problems  which  have 
not  been  solved,  involve  the  delimitation  of 
borders  between  both  countries  which  hope- 
fully can  be  settled  appropriately. 

Indonesia  has  some  problems  with  Ma- 
laysia concerning  borders  that  have  not  as 
yet  been  completely  settled.  Concerning  land 
borders,  even  though  generally  they  are  con- 
sidered fixed,  some  border  marks  between 
Sabah  and  East  Kalimantan  have  still  to  be 
more  accurately  fixed.  In  this  connection  a 
Joint  Borders  Committee  (JBC)  has  been 
organised  in  order  to  discuss  and  settle  pro- 
blems of  borderhnes,  and  security  in  border 
areas  is  most  important.  In  the  maritime 
zone,  the  region  east  of  East  Kalimantan  and 
Sabah  have  not  yet  been  settled  satisfactori- 
ly. The  disputes  about  the  Sipadan  and 
Ligitan  islands  and  the  exclusive  economic 
zone  nearby  still  haunt  relations  between 
both  countries.  While  Indonesia  since  1969 
has  invited  Malaysia  to  put  both  islands  in 
a  status  quo,     some  quarters  in  Malaysia 
apparently  have  become  impatient  and  have 
started  to  exploit  the  area  for  maritime 
tourism.  Their  rationale  was  that  the  map 
of  the  Malaysian   continental  shelf  in- 
cludes these  islands.  In  the  same  way,  the 
operation  of  traditional  fishermen  from 
both  countries  in  the  overlapping  zones  in 
the  Straits  of  Malacca  as  well  as  in  the  In- 
donesian waters  separating  the  Malaysian 


See  Phiphat  Tangsubkul,  ASEAN  and  the  Law  of 
the  Sea  (Singapore:  Institute  of  Southeast  Asian 
Studies,  1982),  especially  Chap.  3. 

'^For  the  background  of  this  problem,  refer  to  the 
information  of  the  Minister  Coordinator  of  Politics  and 
Security,  Soedomo,  published  in  Suara  Pembaruan,  3 
June  1991. 
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Peninsula  and  the  eastern  part  of  Indonesia, 
often  causes  political  problems  between  both 
countries. 

Having  not  yet  settled  these  actual  pro- 
blems, which  should  be  handled  in  a  rational 
way,  there  still  seems  to  be  a  certain  hidden 
resentment  between  both  countries.  This 
feeling  is  based  on  the  belief  that  both  coun- 
tries are  of  one  family,  of  one  stock,  and  are 
able  to  settle  all  problems  in  a  favourable 
way.  The  dragging  on  of  the  status  of  the 
Sipadan  and  Ligitan  islands,  however,  which 
in  some  circles  are  considered  futile  and 
should  not  shake  the  foundation  of 
Indonesian-Malaysian  friendship,  just  shows 
us  the  "awkwardness"  in  settling  this  pro- 
blemr,  which  is  supported  by  the  principle  of 
commonality,  at  least  on  the  Indonesian 
side.  Here  we  see  the  blending  of  an  actual  ' 
problem  emerging  from  blurred  borderlines 
inherited  from  the  colonial  government  of 
each  country,  and  the  anxiety  as  a  conse- 
quence of  past  experiences,  added  with  the 
cultural  psychology  created  through  the  rela- 
tions of  a  larger  country  (Indonesia)  facing  a 
smaller  one  (Malaysia)  and  vice  versa.  A 
businesslike  attitude  in  settHng  this  problem 
seems  necessary. 

From  the  perceptual  point  of  view,  Ma- 
laysia, which  in  general  considers  Indonesia 
as  its  big  brother  hides  a  feehng  of  fear,  that 
it  might  be  dominated,  if  not  threatened  as 
an  older  brother  sometimes  does  to  a 
younger  one.  In  this  psychological  at- 
mosphere, the  big  brother  is  asked  to  humour 
his  younger  brother.  But  to  what  extent  can 
this  level  of  giving-in  be  tolerated  by 
elements  in  Indonesian  society?  Moreover, 
as  for  this  concept  of  family  relations,  even 
though  it  may  be  accepted  widely  in  both 
societies,  -actually  in  Malaysia  and  in  In- 
donesia, a  strong  desire  is  growing  for  rela- 
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tions  based  on  businesslike  principles.  If  this 
is  the  trend  of  society  in  both  countries,  ap- 
parently new  approaches  are  needed  in  order 
to  manage  future  relations.  For  a  business- 
like character  of  such  a  relation,  probably 
relations  between  Indonesia  and  Singapore 
can  serve  as  an  example. 

The  ties  between  Singapore  and  Indone- 
sia until  now  are  to  a  certain  extent  still 
marked  by  psychological  cultural  differences 
due  to  a  mentality  enforced  by  objective  dif- 
ferences in  relations  between  a  much  larger 
country  and  a  much  smaller  one.  The  execu- 
tion of  two  Indonesian  marines  in  October 
1968,  by  the  government  of  Singapore  and 
the  long  period  of  strained  relations  between 
both  countries  as  a  result  of  this  action, 
clearly  reflects  the  anxiety  and  suspicions 
between  them.  Some  attitudes  and  state- 
ments made  by  Singapore  leaders  may  also 
conceal  the  apprehension  of  a  small  country 
facing  a  larger  one.  The  same  goes  for 
Singapore  which  did  not  immediately  recog- 
nise East  Timor's  integration  into  the  In- 
donesian region,'^  a  reflection  of  Singa- 
pore's worry  about  Indonesia's  "expansion- 
ism". 

There  is  also  the  fact  that  personal  rela- 
tions between  Singaporean  and  Indonesian 
leaders  in  the  era  of  the  New  Order  are  em- 
phasised, which  actually  reflects  a  feeling  of 
distrust  among  Singaporean  leaders  towards 
Indonesia.  On  the  one  hand,  the  forging  of 
personal  relations  among  Indonesian  leaders 
and  elite  with  Singaporean  leaders  and  vice 


"The  integration  of  East  Timor  into  the  Indonesian 
region  occurred  in  1976.  In  the  process  of  debates  on  the 
problem  of  East  Timor  in  the  UN  since  the  end  of  1975, 
Singapore  for  some  time  chose  to  take  the  attitude  of 
abstaining.  Only  afterwards  did  it  accept  the  integration 
of  East  Timor  into  the  Indonesian  region,  supporting 
Indortesia's  position  on  this  problem  in  the  UN. 
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versa  nowadays  have  been  able  to  bring  both 
countries  closer  together  and  have  decreased 
the  suspicion  on  both  sides.  On  the  other 
hand,  such  a  relation  hides  problems,  if  it  is 
not  supported  by  an  adequate  constitu- 
tionalisation  in  its  implementation,  then 
disturbances  in  personal  relations,  including 
those  caused  by  change  in  leadership,  may 
alter  what  has  been  achieved  so  far.  Ques- 
tions related  to  a  post-Soeharto  Indonesian 
leadership  and  a  post-Lee  Kuan  Yew^^ 
Singaporean  leadership  or  the  anxiety  that 
Singapore  as  a  small  country  might  face  the 
possibility  of  invasion,^'  reflect  fears  of  a 
possibility  which  could  disturb  relations  be- 
tween both  countries,  especially  anxieties  in 
Singapore  of  a  threat  coming  from  Indone- 
sia. Therefore  the  institutionalisation  of 
Indonesia-Singapore  relations  in  security, 
military,  and  economic  fields,  which  will  be 
discussed  below,  play  an  important  part  in 
improving  the  climate  of  relations  between 
both  parties. 

It  is  true  that  personal  ties  among  Indo- 
nesian, Malaysian  and  Singaporean  leaders 
have  been  growing  for  the  last  two  de- 
cades and  have  been  able  to  bring  the  three 
countries  closer  together.  Both  parties  seem 
to  realise  that  an  institutionalised  relation  is 
increasingly  needed  by  both  parties  for  the 
sake  of  strengthening  mutual  trust.  There- 
fore besides  more  personally  based  relations, 
efforts  are  also  made  to  establish  wider  in- 


^"See  Lee  Kuan  Yew's  statement  on  President 
Soekarno  and  his  relations  with  President  Soeharto 
presented  in  his  speech  of  August  1990,  Straits 
Times,  27  August  1990;  and  Lee  Hsien  Loong's  inter- 
view with  some  reporters  of  Indonesian  mass  media  as 
reported  in  "Kebijaicsanaan  Presiden  Soeharto  Diterus- 
kan"  [Continuing  President  Soeharto's  Policy],  Kotn- 
pas.  16  May  1990. 

2'lbid. 


stitutionalised  communicative  relations  in 
several  fields.  For  instance,  youth  exchange 
programs,  dialogues  among  young  people, 
bilateral  seminars  and  other  activities  which 
also  occur  in  Indonesian  relations  with 
Malaysia,  are  part  of  the  efforts  to  streng- 
then established  political  ties. 

Political  relations  among  Indonesia,  Ma- 
laysia, and  Singapore  also  fluctuate  as  far  as 
international  problems  are  concerned.  Even 
though  these  three  ASEAN  countries  are 
also  members  of  the  Non-Aligned  Move- 
ment, and  Indonesia  as  well  as  Malaysia  are 
also  members  of  the  Moslem  Conference 
Organisation,  their  differences  in  interests 
and  perception  have  caused  nuances,  if  not 
differences,  also  complicating  their  relation- 
ship. As  this  field  is  very  complex,  suffice  it 
to  mention  here  that  Indonesia  feels  it  is 
more  identified  with  the  non-aligned  move- 
ment than  its  neighbours,  and  Malaysia  feels 
it  is  more  representative  in  the  OIC  (Or- 
ganisation of  Islamic  Conference),  while 
Singapore  feels  itself  to  be  more  pragmatic 
in  facing  the  external  environment,  so  that 
their  respective  policy  may  differ  in  view  of 
the  same  issue.  Some  cases  will  show  the 
similarities  and  differences  among  them. 
There  is  ZOPFAN  and  its  relation  with  the 
presence  of  countries  outside  the  region,  the 
settlement  of  the  Cambodian  problem,  and 
its  relation  to  Vietnam,  the  International 
Law  of  the  Sea,  the  Arab-Israel  conflict,  and 
South-South  cooperation. 

Milifary/Securify  Relations 

Military  and  security  relations  of  In- 
donesia and  its  two  neighbours  may  be 
described  as  good  at  present.  Joint  military 
operations,  which  have  so  far  been  organis- 
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ed,  reflect  an  ever  closer  cooperation  in  the 
military  and  security  fields  among  the  three 
nations.  However,  while  general  conditions 
of  Indonesian  relations  with  Malaysia  and 
with  Singapore  each  seem  to  be  improving, 
on  the  other  hand,  the  ties  between  Malaysia 
and  Singapore  show  several  problems  that 
conceal  their  suspicions.  There  is  even  a  kind 
of  anxiety  on  the  side  of  Malaysia,  watching 
the  growing  closeness  of  relations  and 
military  cooperation  between  Indonesia  and 
Singapore.  It  is  not  quite  clear  whether  In- 
donesia's closer  military  ties  with  Singapore 
will  have  an  impact  upon  the  whole  of  In- 
donesia's relations  with  Malaysia-  in'  the 
future. 

With  Malaysia  as  well  as  with  Singapore, 
Indonesia  has  held  joint  military  exercises 
for  the  three  armed  forces  (navy,  air  force 
and  army).  But  if  we  look  at  how  this  mili- 
tary cooperation  and  exercises  are  de- 
veloping, the  relations  and  level  of  coopera- 
tion between  Indonesia  and  Singapore  seerii 
to  grow  much  faster  compared  with  those  of 
Indonesia  with  Malaysia.  Security  coopera- 
tion of  Indonesia  with  Malaysia  started  even 
after  the  end  of  the  period  of  confrontation, 
namely  in  joint  security  operations  in  the 
border  regions  of  Kalimantan.  This  was  then 
followed  by  joint  exercises  by  the  Indonesian 
and  Malaysian  armed  forces.  With  Singa^ 
pore,  Malaysia  started  joint  exercises  by  in- 
volving the  Navy  in  1974,  followed  by  the 
Air  Force  in  1980.  In  1989,  Indonesia  and 
Singapore  built  facilities  for  aerial  target 
practice  in  Riau,  and  the  year  afterwards 
Singapore  was  allowed  to  use  the  army  exer- 
cise centre  in  Baturaja  for  its  armed  forces. 
In  a  way  this  can  be  an  indication  that  Indo- 
nesia's ties  with  Singapore  are  now  de- 
veloping more  rapidly  than  those  with  Ma- 
laysia. 


In  1968,  Indonesian  relations  with  Singa- 
pore were  politically  at  a  much  lower  level 
than  those  with  Malaysia,  among  others  be- 
cause of  the  execution  of  two  Indonesian 
marines  by  the  Government  of  Singapore,  in 
spite  of  President  Soeharto's  request  for 
postponement.  This  was  also  due  to  ami- 
Chinese  'sentiments  in  Indonesia,  which  are 
still  running  high.  Such  sentiments  are  often 
also  addressed  to  Singapore.  This  situation 
was  then  corrected  by  a  closer  network  of 
private  relations  among  political  leaders  and 
other  elites  in  both  countries.  The  swiftness 
of  improvement  in  political  relations  was 
also  balanced  by  military  relations  and 
cooperation  of  both  countries.  This  develop- 
ment was  not  easily  accepted  by  Malaysia. 
Even  though  formally  Malaysian  officials 
welcomed  the  close  military  cooperation  of 
Indonesia  and  Malaysia,  in  some  circles  this 
aroused  suspicions  with  the  Malaysians  of 
possible  Indonesian-Singapore  "conspira- 
cies" against  Malaysia. 

However,  Malaysia's  anxiety  about  a 
possible  Singapore-Indonesian  "federation" 
does  not  stand  to  reason  if  one  keeps  in  mind 
that  military  relations  and  cooperation  be- 
tween Indonesia  and  Malaysia  actually 
existed  long  before  there  was  any  coopera- 
tion with  Singapore.  The  involvement  in  this 
cooperation  was  very  profound,  like  in 
regional  security  operations  around  the 
borders  of  Serawak-Sabah  in  Malaysia  with 
West  and  East  Kalimantan,  facing  the  threat 
of  the  PGRS  (Persatuan  Gerakan  Rakyat 
Serawak/  -  PARAKU  (Pasukan  Rakyat  Ka- 


^^This  kind  of  suspicion  was  not  directly  stated  to 
Indonesia  by  the  Government  of  Malaysia,  but  was  im- 
plied in  opinions  developing  within  Malaysia,  especially 
in  relation  with  certain  events,  like  Indonesian-Singa- 
porean military  cooperation  in  building  a  centre  for 
aerial  shooting  exercises. 
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limantan  Utara),  which  had!  been  im- 
plemented even  before  ASEAN  was 
founded.  This  cooperation  was  then 
strengthen  by  the  existence  of  JBC  (Joint 
Border  Committee)  among  both  countries 
besides  cooperation  in  exercises,  including 
joint  military  manoeuvres.  It  may  be  that  in 
Malaysia  there  is  a  feeling  of  jealousy 
toward  the  improved  quality  of  military  rela- 
tions and  cooper^ion  between  Indonesia 
and  Singapore,  and  not  because  of  any 
threat  of  a  federation  of  both  neighbours. 

In  broad  terms  the  military  and  security 
relations  and  cooperation  of  Indonesia  with 
Malaysia,  and  with  Singapore,  can  be 
grouped  into  four  fields.  Fir$t,  there  is'  the 
cooperation  in  the  field  of  security  at  the 
border  regions  and  the  exchange  of  in- 
telligence information.  The  level  of  security 
cooperation  is  very  high  between  Indonesia 
and  Malaysia,  especially  concerning  the  land 
regions  near  the  borders  of  both  countries  in 
Kahmantan/Serawak-Sabah,  which  involves 
overcoming  security  disruptions,  discussions 
on  the  problems  of  boundaries  and  the  coor- 
dination of  dealing  with  border-crossing  be- 
tween both  countries.  As  mentioned  before, 
this  cooperation  was  established  not  Ibhg 
after  the  end  of  Indonesia's  policy  of  con- 
frontation with  Malaysia.  However,  In- 
donesia was  also  involved  in  joint  coopera- 
tions in  safeguarding  the  sea  lanes  in  the 
Straits  of  Malacca  and  the  Straits  of 
Singapore  with  Malaysia  and  Singapore.^^ 
Exchange  of  information  and  intelligence 
was  also  of  high  intensity  between  Indonesia 
and  both  neighbours. 

^^For  this  problem,  see  A.R.  Sutopo,  "Cooperation 
for  SLOC  Security  in  Southeast  Asia:  The  Experience  of 
ASEAN,"  in  Resources,  Maritime  Transport  and 
SLOC  Security  in  the  Asia-Pacific  Region,  ed.  Dal- 
cnoong  Kim  (Seoul:  Institute  of  East  and  West  Studies, 
Yonsei  University,  1988),  175-91. 


Second,  joint  exercises  involving  bran- 
ches of  Indonesian,  Malaysian,  and  Singa- 
porean armed  forces.  As  we  have  stated,  this 
cooperation  has  been  institutionalised  and  is 
developing  from  time  to  time,  involving 
branches  of  the  respective  armed  forces. 
Even  though  Indonesia  does  not  have  a  joint 
defence  agreement  with  either  Malaysia  or 
Singapore,  joint  manoeuvres  are  taking 
place  and  are  including  all  three  armed 
forces,  which  is  an  indication  that  mutual 
trust  in  the  military  field  is  improving.  In 
other  words,  transparent  security  and 
military  relations  of  Indonesia  With 
Singapore  and  Malaysia  are  increasingly 
established. 

Third,  cooperation  dn  the  utilisation  of 
facilities  and  education  for  the  sake  of  the 
transparency  of  their  armed  forces  has  been 
established.  As  for  the  utilisation  of 
facilities,  Indonesia  has  reached  an  agree- 
ment with  Singapore  to -build  facilities  for 
aerial  target  practice  in  Riau,  which  can  be 
utilised  together  with  Singapore,  and  to 
build  a  joint  air  rnanoeuvre  centre.  Besides, 
Singapore  can  also  utilise  the  Armed  Forces 
infantry  exercise  centre  in  Baturaja.  As  for 
education,  the  staff  and  command  schools 
(SESKO)  of  the  armed  forces  are  also  joined 
by  officers  from  Malaysia  and  Singapore. 
This  has  been  going  on  regularly  for  a  long 
time.  ^ 

Fourth,  there  is  regular  consultation 
among  the  armed  forces  military  leadership. 
Even  though  this  is  not  an  institutionalised 
and  formal  forum,  consultation  of  this  level 
of  leadership  may  be  seen  as  an  indication  of 
the  increase  of  mutual  trust  among  In- 
donesia, Malaysia,  and  Singapore.  Mutual 
visits  after  the  replacement  of  a  commander 
in  chief  or  chief  of  staff  of  the  armed  forces, 
be  it  the  army,  the  navy  or  the  air  force,  for 
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instance,  should  not  be  regarded  merely  as 
an  introduction  or  something  ceremonial 
and  routine. 

The  standardisation  of  equipment  for 
military  purposes  and  its  maintenance  is 
sometimes  mentioned  as  another  possibility 
to  enhance  Indonesia's  military  cooperation 
with  both  neighbours.  There  is  no  evidence 
that  Indonesia  establishes  cooperation  and 
coordination  with  Malaysia  and  Singapore 
in  the  areas  of  military  supplies,  as  far  as 
types  or  sources  are  concerned.  Even  though 
there  are  no  basic  agreements  among  the 
three  countries  concerning  this  matter,  coin- 
cidence in  the  provision  of  military  equip- 
ment gives  the  impression  that  uninten- 
tionally there  are  similarities.  This  may  be 
related  to  operational  flexibility  in  joint 
manoeuvres,  or  to  the  consideration  of 
maintenance  costs,  which  could  be  more  ef- 
ficient if  in  one  of  the  neighbouring  coun- 
tries adequate  maintenance  facilities  were 
available,  which  can  be  utilised  jointly. 

It  is  clear  that  there  is  a  difference  in 
perception  concerning  military  and  security 
cooperation  with  outside  parties  between  In- 
donesia and  both  neighbours.  Because  of  its 
experiences,  Indonesia  apparently  does  not 
see  the  benefit  of  defence  and  military 
cooperation  with  forces  outside  the  region. 
This  is  evident  from  Indonesia's  opposition, 
at  least  formally,  to  the  presence  of  foreign 
bases  and  defence/military  pacts  in  South- 
east Asia.  On  the  other  hand,  Malaysia  as 
well  as  Singapore,  sees  a  certain  value  for 
them  in  having  defence  relations  with  out- 
side countries.  Malaysia  and  Singapore  have 
joined  the  FDPA  (Five  Defence  Power  Ar- 
rangement) defence  cooperation  since  the 
early  1970s.  Until  now  there  are  no  signs  that 
both  will  abandon  this  kind  of  defence 
cooperation,  even  though  the  international 


climate  has  quite  improved.  There  was  a  spe- 
culation, especially  in  the  past,  that  this  pact 
was  aimed  at  Indonesia. 

Fxonomic  Kelalion<» 

Indonesian  economic  relations  with 
Malaysia  and  Singapore  have  a  different 
character.  The  current  trend  is  that  Indone- 
sian economic  relations  with  Singapore  are 
developing  more  toward  complementarity, 
while  those  with  Malaysia  are  more  marked 
by  competition.  Looking  at  its  background, 
the  economic  situation  of  the  three  countries 
in  the  1950s  and  the  early  1960s  showed  little 
difference,  even  though  Singapore  has  be- 
come one  of  the  centres  for  trade. But 
because  Singapore  became  a  trading  country 
and  had  developed  its  manufacturing  and 
service  industries  earlier,  this  seems  to  have 
further  affected  its  economic  relations  with 
Indonesia  in  a  more  dynamic  way.  By  con- 
trast, Indonesia's  economic  relations  with 
Malaysia,  in  which  both  started  as  primary 
commodity  producing  countries  slowly 
developing  into  manufactured  goods  pro- 
ducers, remains  inclined  to  be  characterised 
by  competition  between  both. 

This  situation  may  well  explain  why  there 
is  such  a  big  difference  in  Indonesian 
economic  relations  with  Malaysia  and 
Singapore.  Even  though  the  formal  basis  of 
Indonesian  economic  cooperation  with 
Malaysia  (Agreement  on  Economic  and 
Technical  Cooperation  in  1973)  and  with 
Singapore  (Agreement  for  Basic  Coopera- 
tion and  Technics  in  1974)  were  agreed  upon 
at  not  too  different  times,  developments  of 

^■•For  background  material  see,  John  Wong, 
ASEAN  Economies  in  Perspective  (London:  Mac- 
millan,  1979). 
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economic  relations,  namely  in  trade  and  in- 
vestment show  great  progress  between  In- 
donesia and  Singapore.  On  the  other  hand, 
efforts  to  develop  economic  relations  bet- 
ween Indonesia  and  Malaysia  apparently  still 
lack  in  political  will  on  both  sides  to  make 
them  work.  Noting  the  great  similarity  of  In- 
donesian and  Malaysian  commodities  on  the 
international  market,  there  should  also  be  an 
opportunity  for  cooperation.  This  is  par- 
ticularly true  in  view  of  the  ever  increasing 
economic  relations  between  Indonesia  and 
Malaysia. 

Traditionally  Singapore  has  been  In- 
donesia's largest  trade  partner  among  the 
Southeast  Asian  countries.  Looking  at  the 
trade  balance  of  both  countries  during  the 
last  decade,  for  instance,  in  general  In- 
donesia has  a  meaningful-surplus,  shown  by 
the  data  comparison  of  Tables  1  and  2.  In 
general,  trade  between  both  countries  is  run- 
ning smoothly  without  any  substantial  pro- 
blems. This  can  be  seen  from  the  stable  high 
value  of  trade  between  both  countries  from 
year  to  year,  even  though  in  some  cases  im- 
portant changes  occur  in  Indonesia's 
economic,  structure.  The  volume  of  trade 
between  Indonesia  and  Singapore  until  now 
apparently  cannot  be  separated  from 
Singapore's  role  as  a  mediator  in  Indonesia's 
international  trade. 

However,  since  around  the  middle  of  the 
1980s,  a  fluctuation  occurred  between  the 
trade  of  both  countries,  which  apparently 
was  caused  by  two  things.  First,  the 
decrease  of  export  and  the  portion  of 
receipts  from  the  oil  and  gas  sector'in' In- 
donesia's international  trade  and  the  in- 
crease of  exports  and  imports  from  the  non- 
oil  and  gas  sector.  The  decrease  of  the  price 
of  natural  oil,  the  operations  of  domestic 
refineries,  the  domestic  processing  of  export 


products,  played  an  important  role  in  the 
decrease  of  Singapore  as  the  target  for  the 
export  of  commodities  from  Indonesia.  Sec- 
ond, the  decrease  of  Singapore's  role  as  a 
mediating  country  in  Indonesia's  interna- 
tional trade  is  in  line  with  the  increasing 
ability  of  Indonesia  to  penetrate  the  interna- 
tional market.  But  Singapore  remains  to  be 
one  of  Indonesia's  most  important  trade 
partners^  -in  the  world,  and  Indonesia's, 
largest  trade  partner  in  Southeast  Asia. 

When  a  recent  fluctuation  occurred  in  in- 
vestment,  Indonesia's  economic  relations 
with  Singapore  experienced  important  pro- 
gress. As  one  of  the  advanced  countries, 
Singapore  has  a  potential  that  can  be  utilised 
by  Indonesia  to  build  up  its  economy 
through  investment.  Traditional  relations 
had  made  the  entrance  of  capital  flow  from 
Singapore  possible  for  several  sectors  of  In- 
donesia's  economy.  Indonesian  and 
Singaporean  economic  relations  in  this  field, 
however,  are  increasingly  substituted  for  by 
bonds  which  are  institutionalised,  as 
reflected  in  the  economic  agreement  of  both 
countries  in  August,  1990,  emphasizing 
development  in  the  Riau  region,  especially  in 
the  Batam  and  Riau  islands  near  Singapore, 
which  have  already  absorbed  much  capital 
from  this  neighbour  country. Here  the 
natural  resource  potential  and  Indonesian 
manpower  will  meet  fund  resources  and  ejc-, 
pertise  from  Singapore. 

Unlike  Singapore,  Indonesia's  trade  rela- 
tions with  Malaysia  are  generally  in  a  much 
lower  position.  Only  currently  do  we  see  a 

^'On  Singapore  investments  in  the  Riau  Islands,  see 
Mari  Pangestu,  Growth  Triangles  as  a  Model  for 
ASEAN  Economic  Cooperation:  An  Indonesian  Per- 
spective, woricing  paper  presented  at  the  IPS-ISEAS 
ASEAN  Round  Table  on  "ASEAN  Economic  Coopera- 
tion in  the  1990s"  (Singapore,  27-28  June  1991). 
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Table  J 

EXPORT  VALUE  OF  INDONESIA  TO  MALAYSIA 
AND  SINGAPORE 
(in  US  Dollars) 


Year  Malaysia  '  Singapore 


i<)Vtl\  ;., 

1980 

59,876.086 

2,483,548,408 

1981 

74,908,482 

2,894,1 12,302 

1982 

59,078,554 

3,126,907,457 

1983 

57,963,678 

3,127,857,653 

1984 

98,181,363 

2,125,466,770  • 

1985 

76,611,767 

1,625,586,656 

I98i5-; 

82,312,127 

1,238,901,013 

1987 

93,757,189 

1,449,162,001 

1988 

184,031,620 

1,653,227,947 

1989 

220,112,934 

1,817,896,196 

Source:  Central  Bureau  of  Statistics, _  Slalistik  Perda- 
gangan  Luar  Negeri  Indonesia:  f/rs'/jr?/- ((In- 
donesia's Foreign  Trade  Statistics:  Expdrt), 
according  to  the  i-elevant 'years. 


Table  2 

IMPORT  VALUE  OF  INDONESIATFROM 
MALAYSIA  AND  SINGAPORE 
(in  US  Dollars), 


Year  Malaysia  Singapore 


1980 

35,859,134 

936,276.152 

1981 

59,624,318 

1,243,413,206 

1982 

56,270,076 

2,8.19,005,411 

1983 

60,045,468 

3,464,476,346 

1984 

86,203,327 

1,791,377,894 

1985 

52,378,757 

839,085,068 

1986 

50,410,758 

968,799.100 

1987 

138,906.319 

946,792,860 

1988 

276,141,082 

895,520,171 

1989 

369.019.045 

1,122.117.289 

Source:  Central  Bureau  of  Stali.stics.  Slalisiik  Perdu- 
gangan  Luar  Negeri  Indonesia:  Impor  (In- 
donesia's Foreign  Trtidc  Slalistics:  Import), 
according  to  Ihe  relevant  years. 


rather  important  shift  in  trade  transaction.s 
between  Indonesia  and  Malaysia.  This 
change  gives  the  impression  that  both  parties 
are  trying  to  enhance  their  trade.  But  if  we 
look  at  the  scale  of  Indonesian  international- 
trade,  the  percentage  of  trade  with  Malaysia^ 
does,.notr'Show  much  change  from  year  to 
year,  in  spite  of  the  conviction  that  economic 
cooperation  among  ASEAN  countries 
should  make  up  the  main  part,  which  will 
give  weight  to  this  regional  cooperation. 

App£trfen?ly  the  problem  in  Indonesian- 
Malaysian  economic  relations  is  that  both 
arje  developing  countries,  which  produce 
relatively  competitive  commodities  at  the  in- 
ternational market.  Even  though  for  some 
kinds  of  commodity  Indonesia  and  Malay- 
sia have  an  important  position  in  the  world 
market,  e.g.  for  the  export  of  rubber,  tin, 
wood,  and  palm,  oil,  concurrently  they  also 
have  to  vie  for  markets.  Competition  to 
maintain  their  markets  becomes  the  most  im- 
portant problem,  when  the  commodities  in- 
volved experience  a  fluctuation  of  prices  at 
the  international  market.  Joint  efforts,  like 
ini.the  marketing  of  wood,  may  benefit  both 
parties  in  facing  the  international  market. 
But  the  definition  of  national  interest  of 
both  parties  relating  to  their  commodity  ex- 
port seems  to  hamper  the  emergence  of  the 
political  will  of  both  parties  establish 
cooperations  in  marketing  as  well  as  re- 
•  search,  in  order  to  enhance  the  value  of  their 
export  commodities. 

In  obtaining  investments  from  ihe  ad- 
vanced nations,  both  countries  also  seem  to 
compete.  This  competition  especially  in- 


-''Onc  of  the  decisions  of  ihc  ASEAN  Summit  Con- 
ference in  Manila.  December  1987.  is  the  determination 
of  its  member  countries  to  enhance  their  trade  and 
economic  cooperation  within  five  years. 
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creases  in  relation  to  the  rapid  flow  of  in- 
dustrial relocations  from  industrial  countries 
in  East  Asia  (Japan,  Taiwan,  Hong  Kong, 
and  South  Korea)  to  the  Southeast  Asian 
region.  Their  respective  ambitions  to 
develop  into  industrial  forces,  which  take 
part  in  the  international  economic  constella- 
tion until  now  makes  them  both  compete  to 
win  as  many  investments  and  industrial 
relocations  as  possible  from  the  countries 
which  have  become  saturated. 

On  the  other  hand,  the  differences  in  de- 
pendence on  the  international  markets  be- 
tween Indonesia  and  Malaysia  has  also  af- 
fected their  differences  in  facing  interna- 
tional economic  challenges.  This  is  shown  in 
their  different  attitudes  in  facing  current  in- 
ternational economic  challenges.  Even 
though  this  is  more  related  to  the  political 
field,  the  most  careful  reaction  of  Indonesia 
toward  Malaysia's  proposal  to  form  an 
economic  grouping  in  East  Asi^,  the  East 
Asia  Economic  Group  (EAEG),  is  a  case  in 
point.  The  differences  in  level  of  dependence 
on  markets  for  their  export  goods  and  its 
relation  with  the  economic  life  of  both 
peoples  also  influence  their  approach  in  in- 
ternational economy.  The  same  goes  for  the 
differences  of  level  of  economic  develop- 
ment between  Indonesia  and  Singapore, 
which  also  give  rise  to  differences  in  percep- 
tion in  founding  intra-ASEAN  economic 
cooperation,  reflected  in  several  debates 
concerning  the  formation  of  a  free  market, 
the  treatment  of  preferential  tariffs,  joint 
cooperation,  or  industrial  cooperation  on 
the  ASEAN  level. ^"^ 


^''See  e.g.  in  Noordin  Sopiie,  Chew  Lay  See,  and 
Lim  Siang  Jin,  ed.,  ASEAN  at  the  Crossroad:  Obsta- 
cles, Options  and  Opportunities  in  Economics  Coopera- 
tion (Kuala  Lumpur:  Institute  of  Strategic  and  Interna- 
tional Studies,  1987). 


Conclusions 

It  is  not  easy  to  describe  the  characteris- 
tics of  Indonesia's  relations  with  Malaysia 
and  Singapore.  First  and  foremost  it  should 
be  noted  that  the  aspect  of  relations  is  much 
influenced  by  reciprocal  emotional  factors. 
This  does  not  mean  'that  because  of  these 
emotional  factors  one  cannot  possibly 
understand  the  patterns  of  relations  which 
have  been  operating  so  far.  Consciously,  In- 
donesia and .  both  partners  within  ASEAN 
tried  as  much  as  possible  to  improve  their 
relationships  jn  the  best  possible  manner. 
But  from  experiences  during  the  last  three 
decades,  we  can  see  that  Indonesian  ties  with 
Malaysia  as  well  as  Singapore  are  still  heavi- 
ly burdened  by  memories,  perceptions,  or 
past  experiences  when  each  of  them  was 
faced  with  real  events. 

The  relations  'cotild  'mbst '  appVbpriately 
be  defined  as  simultaneous-  love-hate  feel- 
ings. This  situation  is  reflected  in  the  good 
relations  of  Indonesia  at  a  formal  level  with 
Malaysia  as  well  as 'with  Singapore.  But  this, 
good  relationship  at  the  formal  level  is  often 
disturbed  by  misunderstandings,  insensitivr- 
ty,  lack  of  consultation,  or  possibly  a  lack  of 
self-confidence,  so  that  when  a  problem 
emerges,  people  easily  reflect  again  on  their 
past  relations. 

If  we  look  back,  relations  between  In- 
donesia with  Malaysia  and  Singapore  appear 
to  receive  serious  attention  from  Indonesia. 
After  the  reconciliation  of  Indonesia  and 
Malaysia,  the  relations  improved,  especially 
in  the  political  and  security  realms.  On  the 
other  hand,  the  relations  between  Malaysia 
and  Singapore  declined  sharply  after  Singa- 
pore broke  away  from  the  Federation  of 
Malaysia  in  August,  1965.  Such  a  constella- 
tion made  Singapore  unable  to  easily  trust 
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both  neighbours,  which  it  considered  ag- 
gressive. The  development  of  Indonesia- 
Malaysia-Singapore  relations  after  the  era  of 
confrontation  which  tended  to  place  Singa- 
pore in  an  awkward  position,  was  corrected 
incrementally  through  several  approaches, 
including  by  institutionalising  several  aspects 
of  Indonesia's  relations  with  Singapore..,;  ? 

The  relations  of  Indonesia  with  Malaysia 
so  far  may  be  said  to  be  tnore  emotionally 
based,  while  those  with  Singapbre  are  more 
pragmatic.  The  relations  of  Indonesia  with 
Malavsia  are  now  developing  in  a  more  com- 
plex way  because  the  emotional  aspect  is 
much  deeper.  Some  cases,  which  have  been 
'hientioned  before,  show  this  pattern.  Never- 
theless, the  trend  among  the  younger  genera- 
tion to  base  their  relations  pragmatically  and 
in  a  businesslike  manher  is  increasing.  This 
in  turn  will  need  the  implementation  of  a 
more  institutionalised  relation  between  both 
countries.  By  increasingly  institutionalising 
these  relations  it  can  be  assumed  that  the 
courage  of  both  parties  to  be  more  out- 
spoken about  some  problems  which  now  are 
still  kept  in  a  spirit  of  "commonahty"  will 
determine  future  relations. 

ihdonesian  relations  with  Singapore  is 
becoming  more  intimate,  while  those  with 
Malaysia  are  marked  by  problems.  This 
trend  apparently  follows  the 'rationale  of 
relations  and  real  interest  involved.  In  the 
past,  some  expressed  desire  to  merge 
Singapore  with  a  Malaysian  federation, 
especially  among  Singaporean  leaders  when 
looking  at  domestic  constellations  of 
Malaysia  and  Singapore  itself.  After  their 
falling  out,  this  desire  subsided.  On  the  other 
hand,  the  pragmatic  relations  of  Indonesia 
and  Singapore  made  them  become  closer, 
especially  when  looked  at  from  the  view- 
point of  economic  interests  and  military 


cooperation.  Institutionalisation  of  several 
aspects  of  cooperation  between  the  two 
countries  occurred  through  a  careful  learn- 
ing process  that  was  evident  from  the  begin- 
ning. 

The  trend  of  relations  with  both  neigh- 
bours which  have  different  characteristics 
can  be  interpreted  as  a  shift  towards  a  struc- 
tural realliance,  at  least  seen  from  the  In- 
donesian point  of  view.  Indonesia  needs  in 
relating  to  both  neighbours  push  this  coun- 
try towards  close  relations  with  both.  From 
this  point  of  view,  current  economic  factors 
seem  to  dominate  Indonesia's  relations  with 
Singapore.  Efforts  are  made  to  balance  this 
trend,  which  for  a  long  time  was  marked  by 
economic  interest,  by  approaches  in  the  po- 
litical and  military  fields.  The  same  thing  is 
also  developing  in  Indonesia's  relations  with 
Malaysia,  but  the  emphasis  is  still  on  the 
political-security  realms,  while  the  economic 
field  is  still  searching  for  a  definite  form. 
This  kind  of  intimacy,  however, -in v^an  at- 
mosphere which  is  still  mixed  with  emotional 
aspects,  may  be  otherwise  interpreted  by 
each  of  the  Indonesian  partners  with  regard 
to  one  another.  There  is  the  impression  that 
Malaysia  indirectly  wants  to  pay  attention  to 
Indonesia  in  order  not  to  become  too  close 
to  Singapore. 

The  complementarity  of  the  Indonesian 
and  Malaysian  economy  with  Singapore  has 
borne  the  idea  of  a  triangle  of  cooperation, 
which  may  even  more  strengthen  the  rela- 
tions among  the  three  nations.  Even  though 
in  this  case  each  respective  country  should  be 
cautious,  some  temporary  progress  reached 
may  become  a  new  breakthrough  within 
ASEAN  in  order  to  enhance  efforts  of  intra- 
ASEAN  economic  cooperation.  If  in  the 
future  this  idea  of  cooperation  among  the 
Singapore-Johor-Riau  triangle  will  show  its 
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results,  it  can  be  used  as  study  material  in 
developing  Indonesian  cooperation  with 
other  ASEAN  partners,  especially  with 
Malaysia,  Thailand,  and  the  Philippines. 
Should  this  happen,  the  idea  of  a  growth 
triangle  near  the  Straits  of  Malacca  and 
Singapore  Straits  will  bring  positive  wisdom 
for  ASEAN  cooperation.  A  rift  among  the 
three,  however,  will  even  more  impede  the 
progress  of  ASEAN  cooperation.  If  ASEAN 
economic  cooperation  is  one  of  the  keys  for 
future  regional  cooperation,  Indonesia, 
Malaysia,  and  Singapore  will  have  to  bear  no 
light  burden. 

In  the  political  and  security  fields  bila- 
teral cooperation  between  Indonesia  and 
Malaysia,  as  well  as  between  Indonesia  and 
Singapore  need  to  be  increasingly  streng- 
thened,  which  in  turn  will  consolidate 


Malaysian-Singaporean  relations.  From  this 
analysis,  it  is  clear  that  military  and  security 
cooperation  among  the  three  countries  is  one 
of  the  elements  that  is  reinforcing  the 
triangular  relationship.  Because  Malaysia 
and  Singapore  are  actively  engaged  in  several 
forms  of  military  and  security  cooperation, 
it  appears  necessary  to  think  over  a  way  out 
on  how  to  make  the  relations  of  Indonesia 
with  Malaysia  and  Singapore  become  a 
strong  triangle.  It  is  not  because  there  is  no 
cooperation  in  the  full  of  security  between 
Indonesian  and  both  Malaysia  and  Singa- 
pore, as  mentioned  earlier.  However,  the 
need  to  restrengthen  this  cooperation  be- 
comes even  more  evident.  If  that  is  the  trend 
now,  it  will  also  be  very  significant  for 
ASEAN,  because  more  than  ever,  Indone- 
sian-Malaysian-Singaporean relations  are 
key  to  the  stability  and  progress  of  this 
regional  cooperation. 


Changing  Directions 
of  Research  on  Privatization 
in  the  ASEAN  States:  An  Overview 


R.S.  Milne 


A substantial  literature  has  accumu- 
lated on  privatization  in  the  ASEAN 
states  during  the  1980s'  --  excluding 
Brunei  where  it  has  not  been  attempted. 
Although  researchers  are  not  in  complete 
agreement  on  trends,  there  is  now  a  good 
deal  of  common  ground.  What  emerges 
most  clearly  is  the  absence  of  any  single  mo- 
del that  fits  all,  or  nearly  all,  of  the  coun- 
tries. The  privatization  process  has,  as  it 
were,  been  domesticated  to  meet  individual 
circumstances  and  needs. 

The  purpose  of  this  paper  is  twofold.  It 
seeks  to  summarize  what  has  been  learned  so 
far  about  such  topics  as:  the  extent,  forms 
of,  and  rationalizations  for  privatization; 
sources  of  opposition  to  it  and  the  various 
government  responses;  and  the  role  of  poli- 
tical will,  administrative  capability  and  ade- 
quate planning.  A  few  refinements  are  sug- 
gested to  previous  generalizations  on  such 
questions.  The  second  objective  is  to  indicate 


'Anne  Yeo,  Privatization  atid  Deregulation:  An 
Annotated  Bibliography  with  Special  Reference  to  Asia 
(Singapore:  ASEAN  Research  Unit,  Institute  of  South- 
east Asian  Studies,  1989). 


key  issues  which  have  been  less  thoroughly 
explored,  but  are  emerging  as  intellectually 
puzzling  as  well  as  of  practical  importance. 
Among  them  are:  deregulation;  marketiza- 
tion;  the  role  of  managers;  the  persistence  of 
control;  regulation  after  privatization;  and 
the  social  and  equity  aspects  of  the  process. 
Throughout,  the  role  of  political,  as  well  as 
economic,  factors  will  be  emphasized. 

In  considering  the  "domestication" 
aspect,  an  obvious  starting  point  is  the 
economic  state  of  the  country.  Is  it  well-off 
enough  to  qualify  as  a  newly-industrializing 
country  (NIC)  or  nearly  so?  More  specifical- 
ly, does  its  capital  market  offer  good  pros- 
pects for  privatization  via  the  holding  of 
shares?  Without  being  too  economically  de- 
terminist,  it  is  not  surprising  that  the  two 
countries  in  ASEAN  which  are  carrying  out 
most  privatization,  Singapore  and  Malaysia, 
have  the  highest  GNP  per  head. 

Neither  is  it  surprising  that  Singapore 
practices  "rolling  privatization".    At  the 

^Linda  Low,  "Political  Economy,  Public  Enter- 
prises and  Privatization:  A  Case  Study  of  Singapore," 
Jurnal  Ekonomi  Malaysia  13  and  14  (1986):  48-49. 
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same  time  that  it  is  privatizing  its  way  out  of 
certain  activities,  its  drive  towards  more 
technological  sophistication  leads  it  into 
others  where  private  enterprise  has  been  loth 
to  enter,  such  as  biotechnology. 

However,  social  and  political  factors  are 
also  relevant  and  are  given  emphasis  in  this 
paper.  The  course  of  attempted  privatization 
in  ASEAN  is  determined,   not  only  by 
economic   strength   and   the  appropriate 
choice  of  technical  processes  already  used  in 
industrialized  economies,  but  also  by  each 
country's  values  and  historical  experience. 
This  is  illustrated  by  Indonesia's  suspicion  of 
"free  fight  liberalism",^  with  which  some 
characteristics  of  private  enterprise  may  be 
associated.  Similarly,  different  political  in- 
stitutions and  leaders'  varying  degrees  of 
political  will  affect  the  shape,  and  the  fate, 
of  privatization  programs.  Such  factors  limit 
the  extent  to  which  one  ASEAN  country  can 
learn  from  the  experience  of  others.  The 
researcher  who  raises  the  possibility  of  "bor- 
rowing" solutions  sometimes  encounters  a 
bleak  response,  which  in  effect  means,  "but 
don't  you  see  that  in  this  country  condi- 
tions just  don't  make  it  possible  to  ..."? 

Froblcins  iind  Arfemp(ed  Soliilions 
in  (he  1980s 

It  is  becoming  increasingly  evident  that 
definitions  of  privatization  are  tricky.  Con- 
sider, for  instance,  a  common  definition, 
useful  as  a  starting  point  -  that  privatization 
may  be  viewed  as  "a  transfer  of  ownership 
and  control  from  the  public  to  the  private 
sector  with  particular  reference  to  asset 

^Ng  Chee  Yuen  and  Norbert  Wagner,  "Privatization 
and  Deregulation:  An  Overview,"  ASEAN  Economic 
Bulletin  (hereafter/1  ffl  )  5,  no.  3  (1989):  217-18. 


sales".'*  In  the  ASEAN  states,  the  transfer  of 
ownership,  more  often  than  not,  is  only  par- 
tial, and,  as  is  shown  later,  changes  in 
ownership  may  take  place  without  the  same 
degree  of  changes  in  control.  Moreover,  in 
Malaysia  the  transfer,  although  ostensibly  to 
the  private  sector,  may  actually  be  to  com- 
panies controlled  by  the  country's  dominant 
political  party,  which,  through  the  govern- 
ment, largely  determines  public  policy.^  A 
wider  definition  of  privatization  sees  it  as 
"strengthening  the  market  at  the  expense  of 
the  state" 

It  is  also  becoming  apparent  that  it  is  not 
easy  to  assess  and  compare  the  extent  of 
privatization  in  these  countries.  The  problem 
is  dependent  on  the  question  of  definition. 
Are  we  to  count  subsidiaries  of  enterprises 
separately  in  our  calculations?  How  do  we 
deal  with  Indonesia  where  privatization  has 
taken  the  form  more  of  deregulation  (streng- 
thening competition  or  "the  market")  with- 
out converting  very  many  slate  enterprises 
from  public  to  private  entities?  The  Phili{> 
pines  presents  a  complex- picture  ~  at  the 
same  time  as  the  transfer  of  Government 
Operated   and   Controlled  Corporations 
(GOCCs)  was  -  slowly  -  being  effected, 
Non-Performing  Assets  (NPAs)  were  also 
being  transferred  to  the  private  sector.  Most 


''Richard  Hemming  and  Ali  M.  Mansoor,  Privatiza- 
tion and  Private  Enterprise  (Washington,  D.C.:  Inter- 
national Monetary  Fund,  1988):  1. 

^Asian  Wall  Street  Journal  ( hereafter, /4  fTO/  ),  14 
February  1990;  Edmund  Terence  Gomez,  Politics  in 
Business:  UMNO's  Corporate  Investments  (Kuala 
Lumpur:  Forum,  1990);  Edmund  Terence  Gomez,  A/o 
ney  Politics  in  the  Barisan  Nasional  (Kuala  Lumpur: 
Forum,  1991). 

*David  Heald,  "Privatization:  Analyzing  Its  Appeal 
and  Limitations,"  Fiscal  Studies  5,  no.  1  (1984):  36. 
See  also  below. 
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of  these  had  previously  been  privately- 
owned,  so  the  process  was  really  one  of  ri>- 
privatization.  However,  to  complicate  mat- 
ters further,  some  GOCCs  were  actually 
NPAs  which  had  been  relabelled  so  as  to 
facilitate  the  divestment  process,  so  they  had 
never  been  public!^  Just  what  should  be 
counted  as  what? 

Numbers  alone  are  also  a  poor  indication 
of  the  extent  of  privatization.  In  the  early 
1980s,  when  the  "wave"  of  privatization 
began  in  the  area,  it  was  easiest  to  privatize 
smaller  enterprises,  likely  to  provoke  mini- 
mum opposition  politically,  where  the 
numbers  employed  were  few  and  where  the 
technical  aspects  were  comparatively  simple. 
This  was  also  a  good  political  strategy;^  by 
starting  with  relatively  simple  transfers,  an 
impetus  would  be  given  which  would  lessen 
opposition  to  later,  potentially  more  conten- 
tious, transfers.  It  was  one  thing  for 
Thailand,  early  on,  to  privatize  an  alum 
organization,  but,  as  later  experience 
showed,  quite  another  to  proceed  with 
privatizing  large,  "politically  sensitive", 
organizations,  such  as  Thai  Airlines  or  the 
Electricity  Generating  Authority  of  Thailand 
(EGAT). 

A  better  test  of  the  degree  of  privatiza- 
tion is  not  sheer  numbers  but  whether  or  not 
certain  large  bodies,  often  viewed  as  political 
prizes,  are  privatized  expeditiously.  In  the 


'Zinnia  F.  Godinez,  "Privatization  and  Deregula- 
tion in  the  Philippines:  An  Option  Worth  Pursuing?," 
AEB  5,  no.  3  (1989):  267-68;  Stephan  Hoggard,  "The 
Philippines:  Picking  Up  After  Marcos"  in  Raymond 
Vernon,  ed..  The  Promise  of  Privalizalion:  A 
Challenge  for  U.S.  Policy  (New  York:  N.Y.:  Council 
on  Foreign  Relations,  1988),  112-13. 

^Madsen  Pirie,  Privalizalion  and  Development 
(San  Francisco:  Institute  for  Contemporary  Studies, 
1987). 


Philippines,  Philippine  Airlines  (PAL)  and 
the  Manila  Hotel  (which  along  with  some 
others  are  often  referred  to  as  the  "Crown 
Jewels"^  ~  which  begs  the  question  of  what 
actually  constitutes  "the  Crown").  Mea- 
sured by  importance  as  well  as  numbers,  it 
appears  that  privatization  in  ASEAN  has 
been  most  extensive  in  Singapore  and 
Malaysia.'^ 

The  forms  of  privatization  in  the  strict 
sense  (as  opposed  to  deregulation)  are 
numerous,  including:  divestment  (usually 
partial),  leasing,  managernent  contracts, 
building,  operating,  and  transferring  (BOT), 
notably  for  toll  roads  etc.,  or  combinations 
of  these."  The  forms  chosen  are  generally 
related  to  the  main  reasons  for  privatization 
—  discussed  later.  For  example,  complete 
sale  of  an  enterprise  (divestment)  would  be 
especially  helpful  to  a  government  in  severe 
financial  difficulties  -  although,  if  this 
resulted  partly  from  a  recession  (as  in  the 
mide- 1980s)  at  such  a  time  buyers  would  be 
especially  hard  to  find. 

By  the  end  of  the  1980s  some  newer 
forms  of  privatization  had  become  increas- 
ingly prominent,  such  as  BOT,  especially  in 
Malaysia  and  Indonesia'^  for  toll  roads. 

'Rigoberto  Tiglao,  Manila  Chronicle,  17  October 
1988,  13. 

'"Linda  Low,  "A  Case  Study  of  Singapore,"  47, 
Table  2. 

"Kraiyudhi  Dhiratayakinant,  Privalizalion:  An 
Analysis  of  the  Concept  and  Its  Implementation  in 
Thailand  (Bangkok:  Thailand  Development  Research 
Foundation,  1989),  2-6. 

'^R.  Thillainathan,  "Privatization  of  Highways  -  A 
Review  of  Critical  Issues,"  paper  presented  at  an  ISIS 
Conference  on  "Privatization,  Towards  a  Masterplan," 
Kuala  Lumpur:  26  October  1987  (mimeo);  AWSJ,  14 
February  mO;  AWSJ,  16  January  \<)90,  AWSJ,  8 
March  1990. 
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However,  there  were  variations  on  this.'  In 
Thailand,  for  instance',  jthe"  new  telecom- 
munications organization,  announced  in 
1990,  could  not  take  precisely  this  form 
because  of  legal  requirements  about  state 
ownership.  So  the  sequence  had  to  be 
—  build,  transfer  and  operate.'^  Manage- 
ment buyouts  (MBOs)  are  also  taking  place, 
no  longer  constituting  just  items  on  a  list  of 
privatization  methods.  Two  are  in  process  ia 
Malaysia,  the  main  advantage  being  that  the 
managers  concerned  are  uniquely  experi- 
enced and  knowledgeable  about  the  poten- 
tialities of  the  particular  enterprise.''* 
"MEOBs",  including  employees  as  well  as 
managers,  are  also  being  discussed  as 
possibilities  in  Malaysia.  "Corporatisation" 
is  becoming  an  important  transitional  legal 
form  in  Malaysia  —  a  stage  between  opera- 
tion as  a,  government  department  and  a 
privatized  entity.  It  has  been  used  for  elec- 
tricity, telecommunications  and  several 
other  organizations. 

The  reasons  given  for  privatization  vary 
from  country  to  country.  A  general  theore- 
tical justification  has  been  improved  effi- 
ciency,often  concretely  expressed  in  sheer 
exasperation  over  inefficiencies  in  such  "ser- 
vices" as  telephone  operations  in  Thailand 
and  Indonesia.  A  major  initial  objective  in 
some  of  the  states  was  to  raise  cash,  especial- 
ly during  the  mid-1980s  recession,  but  by  the 
end  of  the  decade  this  had  become  a  less  im- 
portant consideration.  "Avoiding  losses" 
was  a  motive  where  certain  notorious  "white 
elephants"  were  concerned,  such  as  some 

'^/l  1VSJ.    10  October  1990,  1,4. 

'"S.  Jayasankaran,  "Becoming  Their  Own  Bosses," 
Malaysian  Business,  1-15  October  1990,  68-69. 

"E.E.  Savas,  Privatization:  Tiie  Key  to  Better 
Government  (Chatham,  N.J.;  Chatham  House  Pu- 
blishers, 1987). 


ventures  of  Malaysia's  State  Economic  De-: 
velopment  Committees.  The  outcome,  how- 
ever, was  often  liquidation  rather  than 
privatization.  But  some  of  the  financial 
motives  were  longer  term.  There  was  a  desire 
in  Thailand'^  to  avoid  the  constant  drain  on 
government  resources  of  providing  invest- 
ment funds  for  state  enterprises.  Increasing- 
ly, in  Singapore  and  Malaysia  there  has  been 
a  trend  toward  checking  the  rising  costs  of 
services  which  traditionally  have  been  per- 
formed by  the  state  (often  by  a  government 
department)  in  the  fields  of  health  and 
education.'^ 

In  Singapore  efficiency  and  raising 
finance  were  not  objectives.  Indeed,  two 
writers  on  the  subject  concluded  that,  given 
existing  efficiency  in  state  enterprises  and  the 
country's  healthy  economic  position,  the 
main  reason  for  the  privatization  of  telecom- 
munications was  to  strengthen  the  stock- 
market,  °  a  key  element  in  Singapore's 
machinery  for  economic  growth.  This  fin- 
ding applies  to  .privatization  generally  in 
Singapore,  as  it  does  in  other  states 
~  although  not  to  the  same  degree. 

Unstated  motives  were  often  at  work. 
Privatization  was  the  advantage  of  certain 


'^Poonsin  Ingavata,  "Privatization  in  Thailand: 
Slow  Progress  Amidst  Much  Opposition,"  AEB  5,  no. 
3  (1989):  323. 

'^See  below. 

'^Toh  Mun  Heng  and  Linda  Low,  "Privatization  of 
Telecommunications  Services  in  Malaysia,"  in  Jacques 
Pelkmans  and  Norberi  Wagner,  eds..  Privatization  and 
Deregulation  in  ASEAN  and  the  EC:  Making  Markets 
More  Effective  (Institute  of  Southeast  Asia  Studies, 
1990),  91;  Toh  Mun  Heng  and  Linda  Low,  "Marketiza- 
lion  and  Telecommunications  in  Southeast  Asia,"  in  Ng 
Chce  Yuen  and  Norbert  Wager,  eds.,  Markelization  in 
ASEAN  (Singapore:  ASEAN  Economic  Research  Unit,'' 
Institute  of  Southeast  Asian  Studies,  1991),  80-101. 
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groups  and  harmful  to  the  interests  of  other 
groups.  In  Malaysia  and  Indonesia  in  parti- 
cular, privatization  conferred  benefits  ,  on 
ruling  political  leaders  and/or  parties. 

The  impetus  for  privatization  transmit- 
ted from  abroad,  mainly  from  the  World 
Bank  and  the  International  Monetary  Fund, 
was  most  pronounced  in  the  Philippines  and 
Indonesia,  and  least  so  in  Singapore  and 
Malaysia,  where  local  motivation  (political 
will)  was  strong. 

Various  patterns  of  opposition  to, 
privatization  are  found  in  ASEAN  states, 
and  government  counter-strategies  also  dif- 
fer. The  chief  opposing  groups  "external" 
to  government  have  been  consumers  and 
labour  unions.  Consumers  fear  price  rises, 
resulting  partly  from  reductions  in  subsidies. 
Labour  unions,  or  at  least  their  leaders,  are 
apprehensive  about  job  losses,  reduced 
wages,  and  threats  to  the  size  of  union 
membership.  Consumers  are  ill- organized 
and  generally  ineffective,  although  sharp 
price  rises  for  basic  goods  may  lead  to 
demonstrations  or  riots.^^  Unions  are  not  all 
that  strong  either.  In  Singapore,  they  are  in  a 
symbiotic  but  subordinate  relation  to 
government.  They  are  strictly  controlled  in 
Malaysia  and  Indonesia,^'  and  fragmented 
in  the  Philippines,  where,  in  the  words  of  an 
eminent  academic,  they  are  "noisy  but 


"R.S.  Milne,  "The  Politics  of  Privatization  in  the 
ASEAN  States,"  AEB  7,  no.  3  (1991):  326-29. 

2" For  Eastern  Economic  Review  (hereafter, 
PEER),  11  July  1980  (concerning  Thailand). 

^'See,  e.g.:  R.S.  Milne  and  Diane  K.  Mauzy, 
Singapore:  The  Legacy  of  Lee  Kuan  Yew  (Boulder: 
Westview,  1990),  97-100;  James  V.  Jcsudason,  Ellwici- 
ly  and  the  Econotny:  The  Slate,  Chinese  Business,  and 
Multinationals  in  Malaysia  (Singapore:  Oxford  Univer- 
sity Press,  1989),  169-72;  Indonesian  Observer,  21 
November  1990;  Jakarta  Post,  28  November  1990. 


weak".  Thai  unions  are  also  fragmented, 
but  are  strongest  in  government  sectors,  and 
on  several  occasions  have  been  successful  in 
blocking  privatization,  at  least  tem- 
porarily.^^ 

Opposition  may  also  come  from  within 
the  government.  A  possible  source  is  the 
Finance  Ministry,  although  in  Malaysia 
former  Finance  Minister  Daim  Zainuddin 
was  a  fervent  proponent  of  privatization,  or 
from  supervisory  technical  ministries,  as  in 
Indonesia.  Opposition  is  quite  likely  to  come 
from  ministries,  holding  companies  etc. 
which  supervise  the  entity  for  which  privati- 
zation is  proposed.  Offfcials  in  such  superior 
bodies  often  stand  to  lose  revenues  for  the 
"parent"  body,  as  well  as  income,  fees,  con- 
cessions, kickbacks  from  contracts,  or 
bribes,  for  themselves.  The  most  publicized 
recent  examples  have  occurred  in  the  Philip- 
pines, where  "political"  appointees  are  com- 
mon.^^  In  Thailand,  the  relevant  ministries 
have  extensive  powers  to  initiate  privatiza- 
tion and  also  to  block  it.^'*  Although  finan- 
cial considerations  are  usually  prominent  in 
motivating  opposition,  concern  for  status 
and  prestige  may  also  apply  ~  even;  in 
Singapore.-^^  Managers  in  entities  which  are 
candidates  for  privatization  may  also  be 
resistant..  They  may  fear  displacement  by 
managers  already  in  the  private  sector  and 
may  be  afraid  to  lose  security  of  tenure  or  to 
venture  into  the  more  competitive  and  less 

^¥EER.  27  July  1989,  23.  See  also  Phiphai  Thaiar- 
ry.  Privatization  ~  Its  Impact  on  Labour  Relations 
(Bangkok:  Chulalongkorn  University,  1987). 

^^James  Clad,  "Manila's  Hardy  Privateers," 
FEER.  1  July  1988,  91. 

2"  AWSJ,  5-6  October  1990. 

"Charles  Volslckc,  Techniques  of  Privatization  of 
State-Owned  Enterprises  (Washington,  D.C.:  World 
Bank,  1988),  108. 
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comfortable  sphere  of  private  business.  One 
apprehensive  manager  in  a  Malaysian  state 
enterprise  is  reputed  to  have  hidden,  or  even 
destroyed,  key  documents  in  an  effort  to 
hinder  privatization. 

Such  divisions  into  "external"  and 
"internal"  are  useful  analytically.  But  there 
are  examples,  sometimes  hard  to  document, 
of  combined  opposition  by  labour  and 
managers^^  or  by  labour  supported  or  insti- 
gated by  political  groups.  More  seriously,  in 
view  of  the  fragility  of  civilian  government 
in  Thailand,  when  Chatichai  was  prime 
minister,  there  was  combined  opposition  by 
labour  and  elements  of  the  army,  as  evi- 
denced by  the  activities  of  General  Chavalit 
who  had  himself  become  a  political  figure, 
during  the  port-terminal  strikes  in  1990.^^ 

Apart  from  governments'  power  to  cope 
with  opposition  by  the  exercise  of  political 
will  and  administrative  capability  (described 
below),  different  strategies  may  be 
employed  when  dealing  with  managers, 
workers  and  the  public.  In  Malaysia  and 
Singapore,  employees  (including  managers) 
in  industries  which  are  being  privatized  may 
be  offered  shares  in  the  new  organization  at 
attractive  prices,  as  well  as  guarantees  on 
pay,  security  of  employment  etc.^^  (Efforts 
have  also  been  made  to  gather  widespread 

2*Norbert  Wagner,  "The  Market  Economies  of 
Southeast  Asia:  Market  Forces  on  the  Rise?"  Southeast 
Asian  Affairs,  1989,43. 

^MWSJ.    31  January  1990. 

^^International  Labour  Organization,  Privatiza- 
tion: Its  Impact  on  Labour  Relations  in  ASEAN 
(Geneva:  ILO/UNDP/ ASEAN  Programme  for  Indus- 
trial Relations  for  Development,  1987),  109  [Abdul  Aziz 
bin  Mohamed,  Malaysian  Employers'  Federation]; 
Report  of  the  Public  Sector  Divestment  Committee 
(hereafter,  Report)  (Singapore:  Minister  for  Finance, 
1987),  27. 


support  by  distributing  ownership  among 
members  of  the  public  through  the  issue  of 
shares).  The  other  three  countries  have  been 
reluctant  to  offer  such  inducements.  Being 
less  well-off,  they  are  less  willing  to  incur 
short-term  payments  which  may  later  be 
recouped  by  long-term  savings  through 
greater  productivity  or  the  elimination  of  un- 
necessary job.^^  Issuing  shares  is  also  more 
difficult,  because  their  capital  markets  are 
less  well-developed.  A  few  attempts  to  issue 
shares  to  employees  have  been  made  in  the 
Philippines,  but,  in  general,  unions  have  not 
expressed  much  interest,  preferring  to  con- 
centrate on  more  conventional  financial 
claims. With  the  exception  of  the  Asset 
Privatization  Trust  (APT),  government 
bodies  have  not  actively  promoted  such  a 
strategy.^' 

Thailand  and  Indonesia  have  adopted 
other  paths.  As  a  rule,  they  have  not  offered 
shares  or  guarantees  to  labour.  They  have 
tried,  rather,  to  defuse  opposition  to 
privatization  in  other  ways.  The  term, 
privatization  has  been  soft-pedalled  in 
Thailand.  At  the  same  time,  the  public  has 
been  wooed  by  prospects  of  improved  ser- 
vice. For  example,  the  Thai  Telecommunica- 
tions Authority  was  not  privatized,  neither 
was  it  aboUshed.  Instead,  it  was  left  in  place, 
but  its  functions  are  being  supplemented  by 
a  rapidly-growing  joint  venture  between  it 


^'Pirie,  Privatization  and  Development. 

^"Leonor  M.  Briones  and  Aileen  R.  Zoza,  "Towards 
Workers  Ownership  of  Public  Utility  Firms  Through 
Privatization:  The  Case  of  the  Pangasinan  Transporta- 
tion Company,"  in  Pelkmans  and  Wagner,  eds..  Pri- 
vatization and  Deregulations  in  ASEAN,  222-23. 

^'The  APT  also  made  efforts  to  protect  workers' 
jobs  after  privatization,  see  Leonor  M.  Briones,  "Issues 
on  the  Privatization  Policy  in  the  Philippines,"  Dili- 
man  Review  37,  no.  2  [1989]:  17. 


350 


THE  INDONESIAN  QUARTERLY,  XIX/4 


and  a  local-foreign  consortium.  Many 
Thais  would  have  disagreed  with  the 
"privatization"  of  telecommunications.  But 
they  enthusiastically  endorsed  a  solution 
(not  publicly  identified  with  privatization) 
which  promised  to  give  them  a  better  tele- 
phone service.'''' 

Privatization  in  Indonesia,  partly  be- 
cause of  historical  and  ideological  reasons, 
has  taken  the  form  mainly  of  deregulation.-''* 
Additionally,  not  far  below  the  surface,  is 
the  fear  that  there  may  be  violent  resistance 
to  privatization.  The  large  local  firms  which 
would  benefit  most  from  its  spread  are  the 
conglomerates,  owned  mainly  by  Indone- 
isians  of  Chinese  descent.  Great  wealth,  often 
conspicuously  displayed,  combined  with  en- 
vied high-level  connections,  as  well  as  ethnic 
differences,  have  led  to  an  ever-present 
source  of  potential  conflict. A  recent 
government  policy  providing  a  lightning 
conductor  for  such  a  danger  took  the  form 
of  the  President's  persuading  the  most  pro- 
minent of  these  firms  to  issue  a  small 
number  of  shares  to  indigenous  coopera- 


Asiaweek  (hereafter/4S  ),  2  November  1990,  67. 
Whether  or  not  the  original  organization  will  be  allowed 
10  waste  away  over  a  period  remains  to  be  seen;  Nicolas 
van  der  Walle,  "Privatization  in  Developing  Countries: 
A  Review  of  the  Issues,"  World  Development  17,  no. 
5  [198]:  609. 

"An  eminent  Thai  academic  (not  an  economist)  was 
much  impressed  by  the  new  organization's  undertaking 
that  now  ninety-two  percent  of  calls  would  be  correctly 
placed. 

'■•Ali  Wardhana,  "Structural  Adjustment  in  In- 
donesia: Export  and  the  'High-Cost'  Economy,"  In- 
donesia Quarierly  17,  no.  3  (1989):  212-14;  Mari 
Pangestu  and  Mangii  Habir,  "Survey  of  Recent  De- 
velopments," Bulletin  nf  Indonesian  Economic 
Studies  26,  no.  1  (1990):  33-36. 

"PEER,    10  August  1990,  64  and  4  October  1990, 
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tive,s-^°  (which  at  low  cost  were  lent  the 
money  to  buy  them).  Paradoxically,  on  the 
one  hand,  in  Singapore  and  Malaysia 
workers  in  the  newly-privatized  industries 
were  given  shares  in  them  at  bargain  prices. 
On  the  other  hand,  in  Indonesia,  to  balance 
public  perceptions  that  privatization  would 
be  to  the  advantage  of  the  mistrusted  conglo- 
merates, the  latter  were  induced  to  issue 
shares  to  workers  in  quite  different  enter- 
prises, the  cooperatives. 

In  conclusion,  for  privatization  to  suc- 
ceed; leaders  must  pursue  their  proclaimed 
policies  with  determination;  the  country's 
political  institutions  must  not  embody  so 
many  checks  that  action  is  seriously  im- 
peded; and  there  must  be  an  efficient  ad- 
ministrative apparatus.  These  criteria  are 
substantially  met  by  the  governments  of 
Singapore  and  Malaysia.''^ 

The  Indonesian  situation  is  less  clear. 
The  president  exercises  a  considerable  degree 
of  political  will  over  policies  which  are  high 
on  his  priority  list,  and  privatization  appears 
to  come  within  this  category.  The.  expres- 
sion Qf  po\hka\  will  on  privatization, 
however,  is  tempered  by  the  ideological  and 
historical  factors  referred  to,  by  internal 
obstacles  and  by  limited  administrative 
capability,  partly  dictated  by  the  size  and 
complexity  of  the  country.  Consequently, 
the  process  of  privatization  sometimes  suf- 
fered from  delays  between  announcements 
and  implementation. 

In  Thailand,  a  newly-emerging  unstable 
party  system,  which  invariably  produced 
coalition  governments,  was  already  strongly 


^TEER,  18  January  1990,  42-43  and  29  March 
1990,  21-22. 

"Milne,  "Politics  of  Privatization,"  330-31. 
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influenced  by  sections  of  the  military  even 
before  the  coup  of  February  1991.  The 
Chatichai  government  was  observed  to  be 
less  resolute  and  more  subject  to  pressures 
than  the  coalitions  under  Prem.  Consequent- 
ly the  exercise  of  political  will  and  ad- 
ministrative capability  were  seriously 
weakened. 

The  implementation  of  privatization  in 
the  Philippines  has  been  hampered  by  a 
number  of  factor  as  the  claims  of  creditors 
on  GOCCs  which  are  still  to  be  disposed  of 
and  by  other  legal  complications,  such  as 
charges  of  wrongful  removal  of  assets  and 
financial  improprieties.-'^  Yet  in  this  field  as 
in  many  others  ~  notably  land  reform  ~ 
Presiden  Aquino  has  conspicuously  failed 
to  exercise  political  will.  A  government 
already  hindered  by  excessive  constitutional 
checks  and  balances  has  been  hamstrung  by 
additional  unintended  checks,  such  as  quar- 
rels inside  the  administration  and  even 
disputes  among  the  agencies  concerned  with 
implementing  privatization.  But,  on  reflec- 
tion, it  could  be  argued  that  many  delays  in 
privatization  arise  from  complex  regulations 
and  procedures  designed  to  minimize  cor- 
ruption. These  would  be  largely  superfluous 
in  an  administrative  culture  which  func- 
tioned less  " irregularly".''' 

The  idea  of  administrative  capability 
may  be  further  explored  by  looking  at  the 
role  of  planning  in  privatization.  In  each 
country,    several,    sometimes  conflicting, 

•'^Godinez,  "Privatization  and  Deregulation  in  the 
Philippines,"  281-82. 

^'Fred  W.  Riggs,  Administraiion  in  Developing 
Countries  (Boston:  Houghton  Mifflin,  1964).  Although 
this  is  a  theory-oriented  book,  many  of  its  insights  are 
based  on  the  Philippines.  In  1991,  however,  there  were 
signs  of  greater  government  resolve,  e.g.,  on  reforming 
the  tariff  system,  PEER.  1 1  April  1991,  48-49. 


bodies  are  involved  in  the  planning  process, 
although  organizations  which  contemplate 
long-term  perspectives  are  rare.'^^  Without 
going  into  details  about  planning  me- 
chanisms,'*' two  tests  of  administrative  ef- 
fectiveness seem  to  be  appropriate.  Is  there  a 
publicly  issued  "plan"  for  privatization, 
originating  in  a  planning  body  and  taken 
seriously  by  the  pohtical  leadership,  which 
states  the  objectives,  rationale,  scope  and 
procedures  of  the  government's  program? 
Are  proposals  for  the  privatization  of  parti- 
cular realistically  and  farsightedly  thought 
out:  can  they  be  a  useful  guide  to  action  by 
governmental  and  by  private  organizations, 
or  are  they  subject  to  unpredictable  change? 

Malaysia  has  produced  the  closest  ap- 
proximation to  the  first  specification,  the 
Privatization  Action  Plan  of  1991,  which 
lists  quite  detailed  timetables  for  the  next 
few  years. As  early  as  1985,  it  was  preceded 
by   the  publication   of  Guidelines  for 

'•"Asian  and  Pacific  Development  Centre/Institute 
of  Public  Administration,  Privatization:  The  Asia- 
Pacific  Experience  (Kuala  Lumpur/Hyderabad,  1990), 
32. 

^'E.g.,  for  Malaysia  and  Indonesia,  see:  Volsteke, 
Techniques  of  Privatization,  64-67;  Guidelines  for 
Privatization  (Kuala  Lumpur:  Government  Printer, 
1985);  Ismail  Mohd.  Salleh  and  Lee  Tinhui,  "The 
Emerging  Role  of  the  Private  Sector  in  Malaysia:  The 
Privatization  Process  So  Far,"  paper  presented  at  the 
Pacific  Economic  Outlook  Conference,  Osaka,  11-12 
October  1990,  3-4.  On  the  Indonesian  planning 
mechanism,  including  the  mechanism  for  deregulation, 
see  Mari  Pangestu,  "Managing  Economic  Policy 
Reforms  in  Indonesia,"  paper  presented  at  a  Senior 
Policy  Seminar  on  "Managing  Trade  and  Industry 
Reform  in  Asia:  The  Role  of  Policy  Research,"  or- 
ganised by  the  National  Centre  for  Development 
Studies,  Australian  National  University,  Canberra,  30 
April- 1  May  1989  (mimeo.). 

"^A'ew  Straits  Times  (hereafter,  NST ),  1  March 
1991,  15. 
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Privatization,  which  was  less  specific, 
especially  as  regards  timing.  Singapore  did 
not  publish  an  actual  "plan",  but  the 
government  established  a  committee  to  make 
recommendations,'*^  which  it  has  closely 
followed.  No  timetable  was  indicated, 
although  the  committee  believed  that  ten 
years  or  more  would  be  needed  to  complete 
the  program.  From  time  to  time  the  govern- 
ment has  announced  more  detailed  pro- 
posals, including  timings,  for  major  pri- 
vatization projects,  such  as  telecommunica- 
tions, electricity  and  gas. 

Nothing  as  comprehensive  has  come 
from  the  other  three  countries.  This  was  not 
to  be  wondered  at  in  the  Philippines  where, 
apparently,  there  was  little  agreement  on  the 
purposes  of  privatization.'*^  To  be  sure,  the 
Committee  on  Privatization  compiled  a  list 
specifying  which  GOCCs  should  be  pri- 
vatized (and  to  what  extent),  consolidated, 
abolished  and  so  on.'*^  But  the  sequence  and 
timing  seemed  to  be  dependent  on  luck: 
which  entities  listed  for  privatization  could 
somehow  be  extricated  from  legal  and  poli- 
tical tangles.  The  planners  in  Thailand  pro- 
duced a  document  in  the  late  1980s'*^  listing 
those  state  enterprises  which  should  be 
privatized.  But  no  fully-fledged  plan  fol- 
lowed, although  some  guidelines  for  policy 
are  stated  in  the  sixth  Thai  Development 
Plan  (1987-1991).  The  planner's  document 

'^^Report. 

""Clad," Manila's  Hardy  Privateers,"  88. 

'•^Godinez,  "Privatization  and  Deregulation  in  the 
Philippines,"  270-78.  To  this  extent,  but  only  to  this  ex- 
tent, the  procedure  was  "systematic";  Jacques 
Pelkmans  and  Norbert  Wagner,  "The  Economics  of 
Privatization  and  Deregulation  Lessons  from  ASEAN 
and  the  EC,"  in  Pelkmans  and  Wagner,  eds.,  Privati- 
zation and  Deregulation  in  ASEAN.  7. 

^  A  WSJ.  20  January  1990. 


was  retired  from  circulation,  apparently  a 
victim  of  the  government's  strategy  of 
softening  opposition  to  privatization  by 
keeping  quiet  about  it.  No  plan  was  pu- 
blished in  Indonesia,  although  a  useful  pre- 
paratory exercise,  which  was  made  public, 
took  the  form  of  classifying  state  enter- 
prises, according  to  their  state  of  "health", 
and  making  appropriate  recommendations 
for  their  future.  A  subsequent  list  of  state 
enterprises  intended  for  privatization  was 
announced  in  late  1989,  although  doubts 
were  expressed  about  the  feasibility  of  im- 
plementation.'*^ 

Although  detailed  information  on  the 
second  question  is  lacking,  it  appears  that 
both  Singapore  and  Malaysia  make  thor- 
ough preparations  for  privatization.  They 
are  well  aware  that  in  the  Third  World,  dif- 
ficulties of  implementation  are  habitually 
underestimated.  They  act  on. the  reports,  not 
only  of  government  servants  but  also  of  con- 
sultants, often  from  financial  institutions, 
who  are  commissioned  to  perform  in-depth 
studies.'*^  In  such  studies,  the  long-term 
viability  of  the  organizations  privatized  is 
carefully  considered.  In  the  Philippines,  on 
the  other  hand,  usually  it  is  up  to  the  buyers 
themselves  to  conduct  studies  on  this  ques- 
tion. The  only  chief  exception  might  be  a 
high-value  asset,  where  non-viability  would 
have  adverse  effects  on  the  government's 


''^  The  Indonesian  Economy  8,  no.  1 1  (Jakarta: 
Centre  for  Policy  Studies,  1989):  26-27;  Mari  Pangestu, 
"The  Role  of  the  Private  Sector  in  Indonesia,"  paper 
presented  at  the  PECC  Pacific  Economic  Outlook 
Meeting,  Kyoto,  1 1-12  October  1990  (mimeo.). 

"^Nik  Mohamcd  Sidek  (Arab-Malaysian  Merchant 
Bank),  "Privatization:  Objectives,  Methods  and  Pro- 
cedures." paper  presented  ai  the  National  Conference 
on  Privatization,  Kuala  Lumpur,  October  1987  (mi- 
meo.); AWSJ.  16  July  1990. 
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own  financial  soundness.     Proposals  for 
privatization  in  Thailand  under  the  Cha- 
tichai  government  (1988-91)  were  often 
changed,  even  when  it  seemed  that  agree- 
ment had  been  reached  on  the  essential 
points.  The  uncertainty  thus  injected  into  the 
process  was  disturbing  and  costly,  not  only 
for  the  foreign  firms  concerned,  but  also  for 
Thai  government  departments,  banks  etc.^^ 
These  sudden  shifts  were  attributed  to 
changes  in  the  relative  power  positions  of  the 
parties  in  the  coalition  governments.  One 
political  scientist  commented  in  late  1990 
that  any  major  cabinet  reshuffle  would  be 
followed  by  across-the-board  upheavals  in 
the  current  proposals  for  privatization.  This 
prediction  was  amply  confirmed  after  the 
coup  in  February  1991.  A  spokesman  for 
the  ruling  National  Peacekeeping  Council 
threw  doubt  on  whether  existing  projects 
~  including  that  for  the  provision  of  an  addi- 
tional three  million  telephone  lines  -  would 
be  implemented.  It  was  alleged  that  the 
choice  of  projects  and  of  the  firms  to  carry 
them  out  might  have  been  motivated  by  cor- 
ruption ~  as  it  almost  certainly  was.  An  an- 
nouncement was  also  made  that  legal  recog- 
nition of  state-enterprise  unions  would  be 
withdrawn.^' 

Persislenf  and  Emerging  Issues  in  I  he 
1990s 

Of  more  than  narrowly  semantic  interest 
is  the  relation  of  privatization  to  deregula- 


"'Written  communication  from  an  APT  official,  10 
October  1990. 

^°FEER.    1 1  October  1990,  69-70. 

"  NST,  1  March  1991,  14;  PEER,  28  March  1991 
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tion  and  the  relation  of  each  of  these  to  com- 
petition. The  definition  of  privatization  as 
having  the  objective  of  strengthening  the 
market  at  the  expense  of  the  state,  although 
vivid,  is  rather  confusing.  The  term, 
"market"  indicates  an  arena  in  which  eco- 
nomic transactions  may  be  conducted,  while 
"the  state"  describes,  however  loosely,  a 
locus  of  power,  which  can  control,  and 
sometimes  directly  participates  in,  such  tran- 
saction. It  may  even  act  so  as  to  strengthen 
the  market  rather  than  compete  with  it. 

As  has  been  widely  suggested,  it  might  be 
preferable  to  look  at  privatization  in  terms 
of  competition."  Actually,  the  two  ASEAN 
states  which  have  made  most  use  of  privati- 
zation, Singapore  and  Malaysia,  have  ge- 
nerally preserved  previously  existing  mono- 
polies. The  few  examples  to  the  contrary  in 
Malaysia  almost  merit  the  description  "inci- 
dental". The  privatization  of  Port  Kelang 
did  not  lead  to  more  competition  in  port  ser- 
vices but  only  to  more  competition  in  an- 
cillary container  services.  ("The  government 
decides  if  the  market  will  expand  enough  to 
allow  competition.  It  permitted  this  for 
Kontenah  ").^^  In  the  privatization  process 
Malaysian  telecommunication,  a  monopoly, 
was  indeed  broken  up,  but  for  the  most  part 
into  a  number  of  non-competing  "sub- 
monopolies",  offering  different  types  of  ser- 
vices.^'* This  illustrates  a  general  rule:  the 
greater  the  probability  of  competition  after 
privatization,  the  more  difficult  it  will  be  to 
find  buyers  for  (or  shareholders  in)  state 


^^Ng  and  Wagner,  "An  Overview,"  222. 

"Interview  with  an  official  of  the  Arab-Malaysian 
Merchant  Bank,  13  October  1990. 

"Toh  Kin  Woon,  "The  Liberalization  and 
Privatization  of  Telecommunications:  The  Malaysian 
Experience,"  in  Pelkmans  and  Wagner,  eds.,  80-81. 
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enterprise.  ^ 

So  far,  privatization  in  Singapore  has 
rarely  led  to  more  competition  ~  the  limited 
extent  of  the  market  even  more  often  being 
cited  than  in  the  other  states,  to  justify  the 
continuance  of  monopolies.  Curiously,  one 
of  the  three  main  objectives  of  privatization 
in  that  country  is  "to  avoid  or  reduce  com- 
petition with  the  private  sector."^^  How- 
ever, this  was  not  an  o/i// -competition  state- 
ment. It  reflected,  rather,  criticisms  that 
government  bodies  had  enjoyed  unfair  ad- 
vantages in  competition  with  the  private  sec- 
tor —  that  there  had  not  been  a  "level  playing 
field"  ~  and  that,  therefore,  the  government 
should  withdraw.  Looking  ahead  to  the  time 
when  parts  of  the  statutory  boards,  ~  as  op- 
posed to  "government- linked  companies"  ~ 
would  be  privatized,  the  Finance  Minister 
observed  that  more  competition  should  then 
result.^"^ 

Indonesia's  "marathon"  of  deregula- 
tion, particularly  in  the  fields  of  finance  and 
banking,  and  to  a  limited  degree  in  import 
Hcensing,  has  ~  in  the  short  run  at  least  ~ 
been  conducive  to  some  beneficial  economic 
reforms.  There  could  be  an  adverse  long- 
term  effect  through  strengthening  monopo- 
ly. However,  there  is  a  danger  that  in  prac- 
tice deregulation  might  lead  to  some  kind  of 


"in  the  Prospectus  for  Telekom  Malaysia  shares, 
potential  shareholders  are  reassured  about  competition. 
"Telekom  Malaysia  is  the  sole  operator  of  the  fixed 
telephone  system  in  both  the  urban  and  rural  areas.  The 
high  infrastructure  costs  act  as  an  entry  barrier  to  possi- 
ble new  operators.  Competition  exists  on  the  fringes  of 
the  industry  Prospectus  Telekom  Malaysia 

(Kuala  Lumpur:  Syarikat  Telecom  Malaysia  Berhad,  27 
September  1990):  15. 

Report,  12. 

^'^ Straits  .Times  (Weekly  Overseas  Edition)  (here- 
dihsr,- STWOE),  11  March  1989. 


"self- regulation"  through  sectorial  or  in- 
dustry associations,^^  Ironically,  although 
Djisman  Simandjuntak  believes  that  dere- 
gulation has  not  increased  tendencies 
towards  concentration  (a  smaller  number  of 
larger  firms),  he  also  refers  to  a  widely- 
shared  perception  that  this  connection 
exists.-^' 

Competition  was  not  perceptibly  streng- 
thened by  divestment  in  the  Philippines, 
Thailand,  or  Indonesia,  although  it  was 
sometimes  encouraged  by  other  means  (see 
next  paragraph). 

"Marketization"  is  an  increasingly  pre- 
valent term,  sometimes  used  as  a  synonym 
for  privatization,  and  sometimes  to  refer  to 
the  introduction  of  competitive  attitudes  and 
practices  into  a  public  enterprise  without  any 
change  of  ownership.  Something  rather  like 
the  later  has  occurred  in  Thailand,  and  has 
been  referred  to  as  "Privatization,  Thai- 
style."^^  There  has  been  a  trends  towards 
this  approach  in  Indonesia,  starting  with  the 
1967  classification  of  state  enterprises  into 
three  types,  according  to  how  close  their 
functions  were  to  business-style  operations. 
Further  changes  in  1989-90,  such  as  laying 
down  performance  criteria  and  offering  in- 
centives for  their  achievement,  represent  an 
extension  of  such  trend. 

^*M.  Hadi  Soesastro,  "The  Political  Economy  of 
Deregulation  in  Indonesia,"  Asian  Studies  29,  no.  9 
(1989):  869. 

^'Djisman  S.  Simandjuntak,  "Process  of  Deregula- 
tion and  Privatization:  The  Indonesian  Experience," 
paper  presented  at  the  Centre  for  Strategic  and  Interna- 
tional Studies  (CSIS)  Conference  on  Privatisation, 
Jakarta,  1  December  1990. 

60" Privatization  Thai-Style,"/15,  9  September 
1988,  92. 

*'Mari  Pangestu  "Private  Sector  in  Indonesia," 
7-14. 
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Actually,  "Privatization  Thai-Style"  is 
more  complex  than  this,  and  perhaps  should 
be  split  into  two  components.  In  addition  to 
promoting  private  industry-style  efficiencies 
and  overhauling  management,  it  could  also 
refer  to  measures  for  creating  private  enter- 
prise-type bodies  "through  the  back  door", 
as  happened  in  telecommunications  in  Thai- 
land. Additionally,  apart  from  the  privatiza- 
tion process,  it  might  include  governmental 
encouragement  of  competition  by  private 
enterprise,  e.g.,  by  some  Thai  bus  companies 
and  oil  refining  firms,^^  and  by  having 
private  companies  carrying  out  infrastruc- 
ture projects  for  government  power  in- 
dustries in  Indonesia. 

The  first  component  ~  introducing  more 
competitive  attitudes  and  practices  without 
privatization  ~  is  less  spectacular  than  pri- 
vatization, and,  until  recently,  has  been  less 
publicized.  But  it  is  now  being  used  as  a  basis 
for  challenging  the  claim  of  privatization  to 
be  the  obvious  solution  to  the  failings  of 
state  enterprise.  Sometimes  the  point  is  not 
developed  at  length,  as  when  Hemming  and 
Mansoor  observe  that  most  problems  of 
state-owned  enterprises  arise  not  because  of 
public  ownership  but  because  of  lack  of 
market  discipline.^  Recently,  however,  a 
sustained  case  has  been  advanced,  with  re- 
ference to  the  Philippines,  for  the  retention 
of  "reconstructed"  public  enterprises  as  a 
valid  alternative  to  divestiture.  Efficiency 
would  be  improved  through  the  institution- 
alization of  a  performance  evaluation 
system,  together  with  an  enchancement  of 

"Phisit  Pakkasem,  "The  Experience  of  Thailand," 
Privatization:  Policies,  Methods  and  Procedures  (Ma- 
nila: Asian  Development  Bank,  1985),  245. 

^^FEER.    6  July  1989,  59. 

*^Hemming  and  Mansoor,  Privatization  and  Private 
Enterprise. 


managerial  capability.  The  authors  are 
confident  that  effective  systems  for  measur- 
ing the  performance  of  public  enterprises 
can  be  developed,  ahhough  one  authority  on 
Indonesia  is  skeptical. (It  should  be  noted 
that  the  approach  advocated  here  is  quite 
distinct  from  the  "corporatization"  tech- 
nique used  in  Malaysia.  Corporatization  is 
not  meant  to  be  a  long-term  solution  but  on- 
ly, as  it  were,  an  acclimatization  stage  on  the 
way  to  privatization).^^ 

The  case  for  "marketized"  state  enter- 
prises still  has  to  struggle  against  the  unat- 
tractive stereotype  that  these  bodies  are  alien 
to  the  competitive  culture,  are  notorious  for 
overstaffing^^  and  inefficiency,  and  in  some 
countries  allocate  jobs  on  the  basis  of  a 
"patron's"  influence  rather  than  merit. A 
deeper  question  is  whether  any  amount  of 
reform  ~  short  of  privatization  ~  can  make  a 

*'Leonor  M.  Briones  and  Dalisay  Sevilla,  "Towards 
a  Re-examination  of  the  Policy  Framework  for  Go- 
vernment-Owned or  Controlled  Corporations"  (mimeo, 
Manila,  n.d.).  However,  any  successful  performance 
evaluation  in  the  Philippines  would  have  to  overcome 
the  current  refusal  of  some  corporations  to  submit  even 
the  annual  reports  required  by  higher  authority.  See  also 
Ian  Thynne,  "Transformation  of  Public  Enterprises: 
Changing  Patterns  of  Ownership  Accountability  and 
Control,"  in  Ng  and  Wagner,  eds.,  Marketization  in 
ASEAN,  33-49. 

**Djisman  S.  Simandjuntak,  "Performance  of 
Private  Sector  Enterprises:  The  Indonesian  Case," 
Indonesian  Quarterly  16,.  no.  2  (1988):  227-292. 

*^Toh  Kin  Woon,  "The  Malaysian  Experience,"  72. 

^^Conversation  with  an  official  of  the  National 
Economic  and  Social  Development  Board,  Bangkok,  31 
October  1990. 

*'Carlo  R.H.  Magno,  "Policy  Implications  of 
Privatization:  Employers'  View,"  in  Juan  Amor  F. 
Palafox  and  Nenita  O.  Barranco,  eds.,  Privatization 
and  Its  Impact  on  Labour  Relations  (Quezon  City: 
U.P.  School  of  Labor  and  Industrial  Relations,  1988), 
86. 
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public  enterprise  as  flexible  as  a  private  ven- 
ture or  give  it  as  much  freedom  from  govern- 
ment control? 

As  in  many  other  respects,  the  Singapore 
case  is  sui  generis.  A  culture  which  was  ap- 
propriate for  privatization  was  already  pre- 
sent before  it  was  practiced.  Public  enter- 
prises were  already  expected  td,  and  did, 
mirror  the  businesslike  behaviour  of  private 
enterprises,  and  efficiency  was  already  pro- 
moted by  international  competition  and  by 
the  commitment  of  the  political  leaders.^^  In 
such  circumstances  it  is  understandable  that 
efficiency  was  not  a  motive  for  privatiza- 
tion.^' But  such  circumstance  are  too  rare 
for  Singapore's  example  to  be  very  useful  as 
a  model  for  other  countries. 

From  a  more  practical  perspective,  pri- 
vatized organizations  require  appropriately- 
skilled  managers.  Competent  managers  of 
any  kind  in  ASEAN  countries  are  in  short 
supply.  With  growing  privatization,  there  is 
an  even  more  acute  shortage  of  managers 
capable  of  dealing  with  business- type  opera- 
tions, although  partial  privatization,  involv- 
ing partnership  with  foreign  firms,  provides 
a  limited  supply  of  foreign  managers.  The 
problem  is  widely  recognized  in  Malaysia, 
perhaps  because  its  privatization  program  is 
so  extensive.  It  has  been  said  that,  even 
although  Japan  has  been  encouraging  the 
training  of  Malaysian  managers,  supply  will 
not  catch  up  with  deficiencies  until  the  1990s 
are  halfway  through.''^ 


''°Reporl,  12. 

^'Mukul  G.  Asher,  "An  Economic  Perspective,"  in 
Ian  Thynne  and  Mohammed  Ariff,  eds.,  Privatization: 
Singapore's  Experience  in  Perspective  (Singapore: 
Longman,  1989),  80-81. 

^^Interview  with  an  informed  journalist,  Kuala 
Lumpur,  22  October  1990. 


As  yet,  few  data  have  been  collected  and 
analyzed  about  the  characteristics  of 
managers  in  newly-privatized  concerns.  A 
broad  generalization  is  that,  since  the  ma- 
jority of  these  are  only  partially  privatized, 
initially  many  managers  will  be  recruited 
from  previously-state-owned  bodies.  They 
will  also  tend  to  be  chosen  on  the  basis  of 
seniority  rather  than  ability.  As  a  conse- 
quence, it  is  often  alleged,  a  "civil- service 
mentality"  persists,  which  is  harmful  to  effi- 
ciency. With  time,  the  proportion  of  mana- 
gers trained  for,  and  with  experience  of 
business  operations  should  increase.  How- 
ever, there  may  be  initial  frjction.''^  When 
"new  blood"  is  introduced  in  top  mana- 
gerial positions,  the  reaction  is  likely  to  be: 
"...  aren't  we  good  enough?  Don't  we  have 
the  talent  here?" 

An  example  from  Malaysia  may  illustrate 
intelligent  responses  to  the  problem  made 
easier,  in  this  instance,  by  the  corporatiza- 
tion  policy  which  permitted  a  gradual  transi-, 
tional  process.  When  electricity  was  pri- 
vatized, a  new  top  manager  was  appointed,  a 
trained  engineer  placed  below  him  and 
(mainly  generalist)  managers  appointed  on 
the  tier  below  that.  The  next  level  consisted 
of  engineers,  some  of  whom,  after  several 
years  training  in  management,  were  expected 
eventually  to  assume  the  top  positions.''^ 

Several  Thai  examples  of  the  introduc- 
tion of  new  blood  may  be  cited.  When  the 
alum  organization  was  privatized,  apparent- 
ly some  of  the  top  managers  were  replaced. 
The  merger  of  Thai  Airways  International 
and  Thai  Airways  in  April  1988  (a  kind  of 
corporatization,  which  it  was  hoped  would 


■'Wew  Straits  Times,   23  May  1988. 

^■•interview  with  a  deputy  minister,  Kuala  Lumpur,  3 
October  1990. 
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be  a  prelude  to  privatization),  was  accom- 
panied by  an  infusion  of  private  sector  man- 
agers.It  has  also  been  reported  that  many 
managers  in  Jhe  Telephone  Organization  of 
Thailand  will  apply  for  employment  in  the 
proposed  telephone  organization  (where  the 
terms  are  more  attractive)  but  that  the  new 
organization  would  have  the  right  to  reject 
unsuitable  applicants. 

In  the  Philippines,  most  existing  mana- 
gers, especially  those  in  vital  and  political 
sensitive  posts,  are  being  transferred  to  the 
new  organizations.  Later,  these  organiza- 
tions may  replace  them  by  "their  own"  peo- 
ple. Additionally,  any  previous  managers 
known  to  have  been  opposed  to  privatiza- 
tion, are  likefy  to  be  got  rid  of  quickly.'^ 

Once  again,  the  Singapore  case  is 
atypical.  The  :government  view  -  that  the 
most  capable  managers  should  be  in  the 
public,  rather  than  in  the  private  sector 
~  has  led  to  the  managers  in  "government- 
linked  companies"  being  of  very  high 
quality.'^'^  Logically,  therefore,  it  would 
seem  that,  although  some  new  "outside" 
managers  would  be  appointed  after  privati- 
zation, the  existing  government  managers 
would  predominate.  Among  other  things, 
they,  together  with  government  nominees  on 
the  new  boards  of  directors,  would  help  to 
perpetuate  government  control  (see  the 
following  section)  the  relative  proportions 
of  managers  from  these  two  sources.  On-the 
one  hand,  managers  in  Singapore  state  enter- 


"Poonsin,  "Privatization  in  Thailand,"  330. 

■'^Interview  with  an  Asset  Privatization  Trust  of- 
ficial, Manila,  7  September  1990. 

"Lee  Tsao  Yuan  and  Linda  Low,  Local  En- 
trepreneurship  in  Singapore.  Private  and  State  (Singa- 
pore: Institute  of  Policy  Studies/Times  Academic  Press 
1990),  160-62. 


prises  have  been  criticized  as  being  too 
cautious  and  financially  conservative  to 
thrive  in  a  business  environment.^^  On  the 
other  hand,  the  "talent  pool",  the  creme  de 
la  creme  at  the  top  of  the  Singapore  public 
service  (in  the  widest  sense),  contains  people 
who  by  now  are  becoming  increasingly  ex- 
perienced in  activities  where  the  bottom  line 
counts.^^ 

Privatization  is  generally  defined  in 
terms  of  ownership.  But  the  shift  from  more 
state  ownership  to  less  state  ownership  is 
reflected  only  partially  in  changes  in  con- 
trol. To  be  sure,  differences  in  the  extent  of 
state  ownership  make  it  possible  to  talk  of 
degrees  of  "  dominance" as  measured  by 
the  percentage  of  shares  held  and  also  by  the 
numbers  of  government  appointees  on  the 
new  post- privatization  board  of  directors. 
Yet  small  shareholdings,  such  as  those 
distributed  among  employees,  although  they 
confer  benefits,  do  little  to  transfer  any  ap- 
preciable degree  of  control.  Even  if  a  go- 
vernment were  to  retain  no  shares,  or  seats 
on  a  board  of  directors  after  privatization, 
legislation  could  still  enforce  the  imprint  of 
government  policy  on  the  actions  of  the  new 
private  company.^'  Just  because  privatiza- 
tion has  occurred,  the  government  does  not 
cease  to  be  the  government.  It  does  not  ab- 
dicate its  responsibility  for  the  economy  as  a 
whole,  and  such  responsibility  implies  con- 

^^Lawrence  Krause,  Koh  Ai  Tee  and  Lee  (Tsao) 
Yuan,  The  Singapore  Economy  Reconsidered  (Singa- 
pore: ISEAS,  1987),  121. 

"interview  with  Brigadier  General  (Reservist)  Lee 
Hsien  Loong,  Singapore,  19  September  1990. 

^°Report,  10. 

*'Boo  King  Ong,  "A  Legal  Perspective"  in  Thynne 
and  Mohammed  Ariff,  eds.,  Singapore  Experience. 
138-140.  The  government  may  also  retain  a  single 
"golden"  share,  giving  it  preponderant  voting  power. 
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trol.  For  instance,  if  the  Development  Bank 
of  Singapore  were  to  be  totally  privatized,  it 
would  still  continue  to  be  under  the  external 
control  of  the  Monetary  Authority  of 
Singapore,  as  are  other  banks. Such  ex- 
amples of  control  are  illustrative  of  the 
government's  power  to  regulate,  discussed  in 
the  next  section. 

Singapore  is  a  good  example  of  a  govern- 
ment which  is  determined  to  control  the 
general  direction  which  the  economy  should 
follow. But,  in  specific  instances,  it  is 
careful  to  assess  the  degree  of  control  re- 
quired. For  example,  when  B.G.  Lee  an- 
nounced that  the  government  planned  to  sell 
stock  in  four  defence-related  companies,  he 
mentioned  that  it  would  keep  control  of  the 
"more  importapt"  ones.  It  would  also  retain 
control  through  holding  a  golden  share.^'* 
Similarly,  a  high  official  in  a  Singapore 
holding  company  expressed  concern  that  a 
"carefully- nurtured"  subsidiary  might  be 
divested,  leaving  it  on  its  own  and  cut  off 
from  sources  of  useful  advice.  Yet,  he  be- 
lieved that  any  day-to-day  control  of  such 
companies  was  to  be  avoided  ~  the  motto 
should  be  "eyes  on,  hands  off.  In  Malaysia 
the  Prime  Minister  has  clearly  stated  that  the 
government  will  continue  to  direct  the  policy 
of  privatized  industries  ~  privatization  will 
affect  only  changes  in  the  management.^^ 
What  privatization  can  do  is  to  reduce  the 
load  of  petty  bureaucratic  rules  suffered  by 
organizations,  for  instance  on  personnel  and 
financial  matters.  After  Port  Kelang  was 


Report,  24. 

^^Milne  and  Mauzy,  The  Legacy  of  Lee  Kuan 
Yew. .  143;  Ng  and  Wagner,  "An  Overview,"  221-22. 

^  Straits  Times  (hereafter,  ST  ),-28  May  1990. 

^'Business  Times  (Kuala  Lumpur)  (hereafter,  BT ), 
20  November  1989. 


privatized,  officials  believed  that  there  was 
less,  largely  unnecessary,  intervention  in  hir- 
ing, firing,  conducting  wage  negotiations 
and  making  investment  decisions.  Early  in- 
dications were  that  efficiency  had  in- 
creased.^^ 

Two  concluding  observations  may  be 
made  about  control.  One  relates  yet  again  to 
the  question  of  political  will  and  ad- 
ministrative capability.  Governments  may 
have  the  legal  authority  to  control.  But  the 
administrative  culture,  the  institutional  and 
bureaucratic  structure,  and  the  characteris- 
tics of  individual  leaders  determine  whether 
or  not  they  can  exercise  effectively  actual 
~  as  opposed  to  formal  ~  control.  It  is  mis- 
leading to  identify  the  ability  of  organiza- 
tions, whether  pre-  or  post-privatizatior^  to 
escape  from  some  control  as  "autonomy"; 
they  may  simply  be  operating  under  condi- 
tions of  weak  government,  as  in  the  Philip- 
pines.^^ When  convenient  to  them,  they  may 
be  able  to  obstruct  government  policies 
without  being  able  to  pursue  consistent  or 
constructive  policies  of  their  own.  Second,  it 
is  doubtful  if  privatization  invariably  pro- 
vides effective  protection  against  "political 
interference"  despite  suggestions  to  the  con- 
trary.After  privatization,  the  possibility  of 
control,  including  control  through  regula- 
tion, still  leaves  the  way  open  for  such  in- 
terference. Procedures,  rules  and  decisions 
may  still  be  "bent"  in  the  pursuit  of  per- 
sonal advantage. 

**Ismail  Md.  Salleh,  "Privatization  of  Port  Klang: 
A  Case  Study"  in  Pelkmans  and  Wagner,  eds.  Privati- 
zation and  Deregulation  in  ASEAN,  139-141. 

^^Riggs,  Administration  in  Developing  Countries. 

*8 Jacob  Haile-Mariam  and  Berhani  Mengistu,  "Pu- 
blic Enterprises  and  the  Privatization  Thesis  in  the 
Third  World,"  Third  World  Quarterly  10,  no.  4 
(1988):  1576-77. 
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Some  government  control  over  privatized 
industries  may  be  exercised  via  regulation. 
Not  very  much  thought  has  been  given  to 
this  question  in  the  ASEAN  countries  except 
in  the  two  where  privatization  is  furthest  ad- 
vanced, Malaysia  and  Singapore.  Yet,  it  has 
been  observed  about  Britain,  where  most 
privatization  took  place  some  years  ago,  that 
"it  is  also  becoming  clear  that  privatization 
was  only  the  beginning.  The  relationship  be- 
tween the  privatized  activities  ...  and  their 
regulators  is  still  being  defined". 

The  relation  between  this  type  of 
regulatory  activity  and  "deregulation",  as 
previously  referred  to,  should  be  made 
clearer.  Deregulation  consists  in  the  removal 
of  hindrances  to  competition.  But  "regula- 
tion" refers  not  only  to  the  power  to  limit 
some  of  the  consequences  of  unrestricted 
competition  (on  over-privileged  or  under- 
privileged social  groups,  for  example)  but 
also  the  ability  to  promote  competition 
through,  for  instance,  anti-trust  legisla- 
tion.^ 

It  seems  plausible  to  hypothesize  that  a 
reduction  in  ownership  is  likely  to  be  accom- 
panied by  an  increase  in  regulation.^'  Cer- 
tainly, with  privatization,  in  both  telecom- 


^^jSunday  Times  (London),  29  May  1988.  See 
also,  The  Economist,  1  June  1991,  25-26;  The  Times 
(London),  31  May  1991,  2.  On  some  weaknesses  of  re- 
gulation in  Britain,  see  Heidrun  Abromeit,  "An  Inter- 
national Perspective:  British  Privatization  Policy"  in 
Thynne  and  Mohamed  Ariff,  eds.,  Singapore's  Expe- 
rience, 143-65. 

'"Cf.  Pelkmans  and  Wagner  who  state  that  regu- 
latory reform  comprises  "both  deregulation  and  (better) 
regulatory  activities  ..."  (4). 

"Asher,  "An  Economic  Perspective,"  82.  The  Re- 
port states  .that  in  Singapore  "privatization  per  se 
would  not  mean  that  electricity  supply  will  be  less 
reliable  or  secure.  It  is  a  matter  of  regulation"  (45). 


munications  and  electricity  in  Malaysia  the 
number  of  regulators  employed  is  increas- 
ing. The  degree  of  increase  may  vary  accor- 
ding to  exactly  is  being  regulated  in  a  parti- 
cular case.  There  should,  for  example,  be 
little  change  in  the  amount  of  safety  regula- 
tion. But  regulation  of  prices  and  quality, 
regulation  to  maintain  financial  soundness, 
and  regulation  to  check  control  from  being 
assumed  by  particular  groups,  especially 
foreigners,  may  bejcorrie  more  widespread. 

The  ultimate  regulating  authority  lies  at 
the  top  of  the  political  hierarchy,  with  the 
cabinet/prime  minister  or  the  president.  But 
there  is  usually  one,  or  more,  regulating 
bodies  below  this,  although  provisions  will 
exist  for  appeal  to  a  higher  level. Usually 
the  body,  or  bodies,  is  attached  to  a  depart- 
ment or  ministry,  indeed  a  minister  may 
himself  be  its  chairman.^-'  The  "administra- 
tive culture"  of  such  bodies,  varies  accor- 
ding to  the  country.  It  seems  that  regulatory 
bodies  in  Indonesia  seek  consensual  for- 
mulas, for  example  between  the  regulated  in- 
terests and  consumers  groups.^'*  A  main 
danger  to  avoid  is  that,  as  often  happens  in 
the  United  States,  the  regulating  agency 
tends  to  become  the  "captive"  of  the  groups 
it  is  intended  to  regulate.  The  agency  must  be 
left  some  discretion,  but,  to  prev.ent  "an 
uncertain  operating  climate",  powers  and 
rules  should  be  quite  closely  defined.^^  Com- 

'^Toh  Kin  Woon,  "The  Malaysian  Experience," 
74-75. 

'^As  in  the  Civil  Aviation  Board  in  Thailand,  The 
Nation,  1  November  1990. 

'"•"Review,"  The  Indonesian  Economy  7,  no.  11 
(1989):  26. 

'^Dato  Mohd.  Sheriff  bin  Mohd.  Kassim  (Director, 
Economic  Planning  Unit),  "The  Privatization  Master- 
plan  and  Capital  Growth  Opportunities"  (Kuala  Lum- 
pur, 1990)  (mimeo.),  7. 
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bined  '  w^it?h^'''"open"  decision-making,  this 
contributes' to  increasing  "transparency"^^ 
in  government  operations. 

There  is  one  particular  sphere  in  whjch 
regulation  will  become  more  complex  after 
privatization,  namely  where  there  is  privati- 
zation of  services  to  large  numbers  of  con- 
sumers, many  of  whom  are  not  well-off. 
Previously,  the  higher  costs  of  providing 
transportation  services  to  rural  areas  could 
be  met  by  cross-subsidization  from  pro- 
fitable routes,  but  after  privatization  sub- 
sidies should  become  more  open,  and  more 
subject  to,  necessarily  complex,  regula- 
tion.^^ This  painful  switch  will  have  to  be 
faced  in^' for  example,  the  Philippines  and 
Thailand.^^  In  Indonesia,  similar  changes 
would  accompany  the  process  of  moving 
away  from  the  cross-subsidization  of  kero- 
sene (used  mainly  by  the  poor)  at  the  expense 
of  increasing  the  cost  of  gasoline. 

The  process  of  deregulation  in  Indonesia 
illustrates  the  dictum  the  strong  state  action 
is  needed  to  ensure  competition.  Otherwise, 
the  result  will  not  be  deregulation  so  much  as 
"self  regulation"  by  the  large  firm,  often 
referred  to  as  "the  conglomerates".  To  limit 

'^Djisman,  "Process  of  Deregulation,"  5. 

'^Antal  Deutsch,  "The  Question  of  Privatization  in 
the  Market  Economies  of,  Southeast  Asia,"  Southeast 
Asian  A ffairs  ( 1 988) :  52-53 . 

'^Zinnia  F.  Godinez,  "Privatization  of  Public  Uti- 
lities in"the'- Philippines:  General  Direction  and  Ai>- 
proach,"  in  Pelkmans  and  Wagner,  eds.,  41-43; 
Kraiyadht  Dhiratayakinant,  "Privatization  of  the  Bang- 
kok Metropolitan  Bus  Service,"  in  Pelkmans  and  Wag- 
ner, eds..  Privatization  and  Deregulation  in  ASEAN, 
120-29. 

''Hadi  Soesastro,  "Deregulation  in  Indonesia," 
867.  However,  in  spite  of  the  subsidization  of  some 
"popular"  services,  there  have  been  complaints  that 
prices  remain  high  because  of  government  monopolies, 
Jakarta  Post,  26  November  1990. 


their  power,  boosted  by  deregulation,  there 
havb  been  growing  demands  for  anti-trust 
legislation.'^ 

Regulation  after  privatization  will  be  a 
difficult  process,  which  will  demand  rare 
qualifications  on  the  part  of  those  who  ad- 
minister it.  Knowledge  of  the  technicalities 
of  the  services  provided  must  be  supple- 
mented by  appreciation  of  the  problems  of 
management,  good  judgement,  and  incor- 
ruptibility ~  and  the  ability  to  offer  some 
resistance  to  the  attempted  exercise  of 
pressure.'^'  The  experience  of  Malaysia  and 
Singapore  indicates  some  of  the  difficulties 
in  recruiting  able  personnel  after  privatiza- 
tion. Interviews  with  relevant  officials  in- 
dicate a  trend:  the  abler  personnel  in  the 
ministry/statutory  board  will  be  recruited  as 
members  of  the  privatized  company/com- 
panies. The  core  of  the  new  regulatory  agen- 
cy is  likely  to  come  from  the  less  able  person- 
nel, supplemented  by  recruits  from  other 
source.  As  a  consequence,  the  less  able  will 
be  called  upon  to  regulate  the  actions  of  the 
more  able,  some  of  whom  previously  were 
their  superiors. '^^  The  force  of  the  dilemma 

100  25  September  1990,  quoting  the  eminent 
economist,  Sumitro  Djojohadikusump. 

""a  representative  of  the  financial  firm.  Coopers 
and  Lybrand  has  stressed  the  importance  of  an  inde- 
pendent regulatory  authority  in  the  local  context  (BT, 
3  August  1988). 

'"^Interview  with  a  high  official  of  a  Singapore 
holding  company,  10  November  1990.  See  also  Mavis 
Puthucheary,  "An  Assessment  of  the  Privatization 
Guidelines  with  Reference  to  Objective  Settings,"  paper 
presented  at  National  Conference  on  Privatization: 
Towards  the  Formulation  of  a  Masterplan,  ISIS.  Kuala 
Lumpur,  26-27  Octoer  1987.  It  should  be  noted  that  the 
customay  arrangement  prior  to  privatization  was  that 
some  officials  in  a  ministry  regulated  the  activities  of 
other  officials  in  that  ministry.  The  regulatory  authority 
was  thus  not  only  not  independent;  in  the  words  of  one 
high  official,  the  relationship  was  "incestuous." 
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could  be  softened  by  having  a  single 
regulatory  body  for  all  privatized  enter- 
prises, or  for  groups  of  them,  one  of  which 
might  be,  for  example,  "former  public 
utilities". '^^  While  lacking  a  concentration 
of  expertise  in  one  field,  such  a  body  would 
allow  a  comparative  and  coordinated  ap- 
proach to  regulation  over  a  wide  spectrum  of 
activities,  as  well  as  opening  recruitment  to  a 
more  talented  field  of  applicants. 

Privatization's  social  effects  and  implica- 
tions for  equity  also  merit  consideration. 
Some  aspects,  such  as  job  security  and  the 
effects  of  subsidies  in  lowering  prices  have 
already  been  referred  to.  This  article  will  not 
explore  such  broad  topics  as  the  "social  ob- 
jectives" of  privatization  although  in 
ASEAN  states,  the  balance  has  sometimes 
been  questioned..  For  example,  ini  Indonesia 
there  have  been  complaints  that  the  govern- 
ment has  placed  too  high  a  priority  on  pro- 
moting the  construction  of  new  toll  roads, 
but  has  given  too  little  attention  to  spending 
for  the  alleviation  of  poverty.  However, 
some  of  the  major  influences  of  privatiza- 
tion on  equity  are  worth  reviewing. . 

Interestingly,  proponents  of  privatiza- 
tion seldom  claim  that,  it  has  the  advantage 
of  promoting  equity.  In  an  analysis  of  eight 
states  (three  of  them  in  ASEAN),  in  only  two 
Malaysia  and  South  Korea,  are  equity  con- 
siderations mentioned  as  a  motive  for  pri- 
vatization.It  seems,  rather,  that  equity 


'"^Interview  with  an  official  of  the  iVlalaysian  Eco- 
nomic Planning  Unit  (EPU),  21  October  1990. 

'"^Haile-Mariam  and  Mengistu,  "Public  Enterprises 
and  the  Privatization  Thesis,"  1566. 

'°^Privalizalion:  The  Asian-Pacific  Experience,  9, 
Table  3.  In  the  Malaysian  example  the  equity  approach 
was  not  economic  but  ethnic,  intended  to  further  the 
aims  of  the  New  Economic  Policy. 


comes  into  the  picture  as  a  goal  which  is  en- 
dangered, rather  than  advanced,  by  privati- 
zation or  marketization.'^  This  view  forms 
part  of  a  pro-state-enterprise  argument  put 
forward  in  a  Thai  newspaper.  The  majority 
of  Thais  are  still  poor  and  the  distribution  of 
wealth  unequal.  They  would  be  still  worse 
off  if  deprived  of  the  benefits  of  basic 
government  services  —  such  as  transpor- 
tation, electricity  and  water—  even,  if  these 
have  to  be  provided  at  a  loss.'^^  In  Thailand 
prices  of  such  services  have  been  kept  ar- 
tificially low.'^^  Indeed  trade  unions 
acknowledge  this  and  have  explicitly  linked 
the  point  to  their  own  restraint  in  accepting  a 
low  level  for  the  minimum  wages  they  de- 
mand.'O^ 

Another  threat.^tO: equity,  most  promi- 
nent in  Malaysia  and  Singapore,  consists  in 
the.  privatization  of  functions  which  have 
traditionally  been  undertaken  by  govern- 
ment, such  as  some  health  and  tertiary 
education  services.  This  trend  has  been  de- 
nounced as  "...  nothing  but  a  ruse  by  the 
government  to  reduce  its  financial  liability 
by  gradually  eliminating  subsidizing  social 
services  in  these  lean  times "i.rMP  The  govern- 
ment in  Singapore,  it  has  been  said, 
"gradually  frees  jtself  from  the  responsibili- 
ty of  providing  essential  services  at  accep- 
table prices"."'  To  be  sure,  some  safety  nets 

'°*As  suggested  by  an  Indonesian  participant  at  the 
CSIS  privatization  conference,  Jakarta,  1  December 
1990. 

^°'^Bangkok  Post,    20  April  1988. 

^°^Bang/co/c  Post.    30  October  1990. 

^'^Bangkok  Post,    3  November  1990. 

""johan  Saravanamuttu,  "The  State,  Authori- 
tarianism and  Industrialization:  Reflections  on  the  Ma- 
laysian Case,"  Kajian  Malaysia  5,  no.  2  (1988):  86. 

' '  '5r,    29  October  1990,  letter  to  the  editor. 
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are  available.  Apparently,  a  degree  of  sub- 
sidization will  be  available  in  Malaysia.  In 
Thailand  the  government  pharmaceutical 
organization  provides  the  public  with  inex- 
pensive medicines.-*^  In  an  interesting  ex- 
periment, private  groups  and  charitable 
organizations  in  Singapore  are  planning  to 
run  a  government  hospital  "where  doctors 
and  nurses  would  put  the  patient's  well  being 
before  financial  considerations".^*^  Some- 
times privatization  is  accompanied  by 
another,  less  noticeable,  burden  on  the  less 
well-off.  There  is  a  tendency  to  "upgrade" 
(and  raise  the  charges  for)  services  beyond 
the  requirements  of  most  potential  users. 

At  the  other  end  of  the  scale,  privatiza- 
tion not  only  may  impose  hardships  on 
some,  it  may  confer  great  financial  rewards 
on  others.  These  are  almost  invariably  peo-. 
pie  who  are  already  well-to-do.  The  concen- 
tration of  benefits  is  perhaps  most  marked  in 
Indonesia  (to  a  closely  related  group)  and 
Malaysia  (to  the  dominant  political  party 
and  perhaps  some  of  its  elite  members).'*'* 
The  topic  of  who  (including  foreigners)  gets 
what,  when  from  privatization  is  too  vast  to 
tackle  in  this  article;  an  attempt  to  do  so  will 
be  made  elsewhere. 

In  short,  the  equity  question  defies  sim- 
ple expression  or  solution.  Consider,  for 
example,  the  issue  of  shares  to  employees 
upon  privatization,  on  advantageous  terms, 
in  order  to  ensure  loyalty  and  stimulate  pro- 

12  August  1988,  86. 
"^SrffOE,    23  June  1990. 
"^See  fn.  5,  above. 


duction.  Should  managers  receive  more 
shares  than  rank-and-file  employees?  If  so, 
how  many  more?  Why  should  only  current 
employees  benefit  and  not  recently- retired  or 
future  employees?  Should  employees  who 
become  "regulators"  of  the  newly-pri- 
vatized organization  be  eligible  -  or  would 
this  lead  to  a  conflict  of  interest?  How  can 
the  well-known  practice  of  employees  quick- 
ly cashing  in  their  shares  for  an  easy  profit 
be  avoided?*'^ 

As  regard  the  New  Economic  Policy  in 
Malaysia,  it  has  been  decided,  and  is  largely 
accepted,  that  privatization  should  advance 
the  goals  of  the  NEP  in  promoting  the 
economic  betterment  of  the  Malays  and 
other  indigenous  peoples.  But  which 
Malays  should  benefit?  Should  privatization 
further  skew  the  distribution  of  income  or 
wealth  inside  this  ethnic  group? In  the 
broader  picture,  how  should  rewards  be 
distributed  among  (and  within)  not  only 
ethnic  groups,  but  also  shareholders, 
managers,  labour,  consumers  and  the  public 
in  general  —  including  taxpayers? 

These  are  only  some  of  the  issues  which 
are  emerging  to  enrich  the  study  of  privatiza- 
tion in  the  ASEAN  countries  in  the  1990s. 


'"The  solution  suggested  in  Malaysia  is  that  the 
shares  should  not  be  eligible  for  sale  until  retirement 
age,  or  near  it  (interview  with  an  EPU  official,  21. Oc- 
tober 1990). 

"*Ng  and  Wagner,  "An  Overview,"  220-21;  James 
Craig,  "Privatization  in  Malaysia:  Present  Trends  and 
Future  Prospects"  in  Paul  Cook  and  Colin  Kirkpatrick, 
eds.,  Privatization  in  Less  Developed  Countries  (He- 
mel  Hempstead:  Wheatsheaf  Books,  1988),  257. 


Process  of  Deregulation 
and  Privatisation: 
The  Indonesian  Experience 


Djisman  S.  Simandjuntak 


The  Origin 


THE  sequence  of  regulation-deregula- 
tion is  among  the  long  cycles,  in-  the 
evolution  of  economic  development. 
In  the  period  of  an  economic  boom,  govern- 
ment tends  to  intervene  more  extensively  for 
reasons  related  among  others  to  its  improved 
resource  position.  On  the  other  hand,  relaxa- 
tion of  intervention  usually  occurs  in  a 
period  of  economic  recession  as  the  ability  of 
a  government  to  finance  an  interventionist 
policy  weakens.  There  may  be  reasons  for 
deregulations  or  reregulation  other  than 
cyclical  behaviour  of  the  economy  that  may 
make  it  possible  for  a  certain  policy  profile 
to  survive  a  reversal  of  even  a  long  cycle. 
However,  there  seems  to  be  no  such  thing  as 
an  indefinitely  stable  policy  environment, 
however  costly  a  government  intervention 

Paper  presented  at  the  seminar  on  "Deregulation 
Privatisation,  and  Maricetisation  in  the  ASEAN 
Region,"  organised  by  ISEAS  and  CSIS,  Jakarta,  1 
December  1990. 


may  be  in  terms  of  the  deceleration  of 
economic  development  that  usually  follows 
such  an  intervention. 

For  different  reasons,  governments  all 
over  the  world  are  currently  enthusiastic  of 
deregulation  and  even  privatisation  which 
eventually  may  result  in  an  extremely  fierce 
competition.  The  latter  may,  ironically,  be 
quoted  as  a  reason  for  a  renewed  interven- 
tion, especially  under  the  conditions  of  weak 
international  policy  cooperation.  Indonesia 
is  no  exception  as  will  be  clear  from  .the 
following  discussion  of  the  long  series  of  de- 
regulation initiated  by  the  government  since 
early  1980s. 

In  the  1970s  oil  and  a  number  of  other 
raw  materials  were  precious.  Since  they  were 
owned  by  the  state,  i^thB-eommodity  boom  of 
the  1970s  brought  about  a  strong  increase  in 
the  revenue  of  the  government,  although  the 
saving-investment  gap  of  the  public  sector  as 
a  whole  had  hardly  improved.  In  a  world 
awash  with  "petrodollar",  oil  reserves  im- 
proved the  creditworthiness  of  the  Indone- 
sian government.  Notwithstanding  the  ge- 
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neral  belief  that  the  "Dutch  Disease"  had  hit 
Indonesia  less  severely  than  any  other  oil  ex- 
porting country,  the  fact  remains  that  during 
the  oil  boom  the  government  borrowed 
heavjly  from  international  creditors.  The  in- 
creased inflow  of  resources  lured  investors, 
national  as  well  as  foreign  ones,  to  invest  in 
businesses  with,  if  not  an  exclusive  heavy 
reliance  on  domestic  market. 

When  oil  importing  countries  started  to 
harvest  the  fruit  of  energy  diversification, 
energy  conservation  and  structural  shift 
towards  less  energy  intensive  industries,  oil 
price  plunged,  turning  upside  down  the  en- 
vironment facing  an  oil  dependent  country. 
Import  substitution  which  even  prior  to  the 
decline  of  oil  price  had  suffered  from 
stagnating  domestic  demand,  virtually  ran 
out  of  steam.  This  kind  of  situation  usually 
gives  a  government  the  courage  to  adopt  un- 
popular measures  as  the  costs  of  not  doing 
so  become  more  and  more  apparent  to  an  in- 
creased number  of  participants  in  the 
economic  system.  In  the  case  of  Indonesia 
the  challenge  was  clear  from  the  beginning. 
The  new  environment  necessitated  a  diver- 
sification in  government  revenue  and  export 
earnings  which  in  turn  made  an  increased 
reliance  on  private  sector  a  must. 

The  situation  was  so  unfavourable  that 
the  economic  policy  making  elites  the  com- 
position of  which  is  indeed  an  important 
part  of  a  deliberation  on  the  process  of 
deregulation,  changed  their  position,  though 
not  in  a  dramatic  way  at  least  in  the  begin- 
ning. As  the  decline  of  the  international  oil 
market  turned  out  to  be  more  fundamental 
than  was  expected  and  new  realities  in  global 
environment  emerged,  however,  the  direc- 
tion followed  by  the  government  became 
more  and  more  clear.  Perception  of  market 
economy,  private  sector,  debureaucratisa- 


tion,  rationalisation  of  state  enterprises,  and 
lately  even  privatisation  changed  for  the  bet- 
ter. Awareness  of  the  need  for  a  new  ap- 
proach was  further  strengthened  by  popular 
writings  on  globalisation  such  as  Peter 
Drucker's  "The  Changed  World  Eco- 
nomy". A  seminar  on  this  article  sponsored 
by  the  Institute  of  Management  Prasetiya 
Mulya  in  1986  was  very  well  attended  with  a 
very  extensive  press  coverage.  When 
marketisation  was  pushed  in  East  Europe, 
especially  the  Soviet  Union,  more  and  more 
Indonesians  speak  of  market  economy  as  the 
only  viable  approach  to  succeed  in  global 
competition.  There  still  is  a  long  way  to  go  as 
far  as  the  formation  of  market  economy  in 
Indonesia  is  concerned.  Nevertheless,  the 
economic  poUcy  elites  have  skillfully  turned 
the  difficult  situation  after  the  decline  of  oil 
price  into  a  golden  opportunity  for  reform, 
however  strong  the  ambivalence  may  be  that 
one  may  observe  among  officials,  business- 
men and  economists  of  Indonesia. 

The  Approaches 

Lack  of  transparency  can  be  seen  as  a 
weak  point  as  far  as  deregulation  and  pri- 
vatisation are  concerned  over  the  last  decade 
in  Indonesia.  Unlike  Singapore  where  the 
"New  Directions"  were  intensively  discussed 
prior  to  their  announcement,  Indonesia  went 
through  a  process  of  deregulation  and  pri- 
vatisation in  which  the  government  excer- 
cised  a  very  high  level  of  discretionary 
power.  The  criteria  for  reform  have  never 
been  clearly  spelled  out.  The  principles 
underlying  the  reform  remain  everybody's 
guess.  Commitment  to  standstill  and  roll- 
back was  never  made  in  a  binding  way. 
Package  after  package  of  policy  changes 
have  been  announced  without  a  formal  pro- 


DEREGULATION  AND  PRIVATISATION 


365 


gramme. 

This  ad-hoc  approach  to  deregulation 
and  privatisation  has,  admittedly,  an  advan- 
tage in  that  it  made  it  possible  for  the  go- 
vernment to  initiate  a  poHcy  change  any  time 
it  wants.  The  reverse  may  also  be  true,  how- 
ever. In  fact,  not  all  the  policy  changes  an- 
nounced in  recent  years  can  be  put  under  the 
heading  of  deregulation  and  privatisation. 
The  scrapping  of  old  ships  in  1985,  the  for- 
mation of  the  BPIS  (Agency  for  the  Manage- 
ment of  Strategic  Industries),  the  introduc- 
tion of  tariff  splits  and  surcharges  and  the 
export  ban  imposed  on  timber  and  raw  rat- 
tan have  to  be  seen  a  regulation  rather  than 
deregulation.  In  other  cases,  the  government 
did  not  directly  attack  the  regulatory 
measures  but  opted  instead  for  making  a 
detour.  Rather  than  liberalising  import  with 
the  expected  damaging  impact  on  the  full 
manufacturing  programmes,  duty  exemp- 
tion is  granted  to  export-oriented  producers. 
Rather  than  scrapping  the  policy  on  the  com- 
pulsory procurement  of  locally  made  ships, 
the  chartering  of  foreign  ships  is  offered  as 
an  alternative  to  shipping  companies.  The 
lack  of  a  formula  for  the  reduction  of  entry 
and  import  barriers  is  also  felt  as  a  weak 
point.  This  is  one  of  the  explanations  for  the 
fact  that  the  most  protectionist  elements  of 
the  industrial  and  trade  policy  such  as  the  IP 
(importer  producer)  and  PI  (producer  im- 
porter), the  IT  (state  trading  companies) 
licencings  and  the  deletion  programmes  were 
addressed  only  lately. 

Under  this  ad-hoc  approach,  some  of  the 
policy  changes  came  as  a  surprise.  In  certain 
instances,  the  influence  of  vested  interest 
groups  appear  to  have  prevailed.  In  other  in- 
stances, the  influence  of  the  World  Bank  and 
foreign  consultants  are  unmistakable  while 
line  ministries  prevail  in  other  areas.  This  is 


neither  unusual  nor  necessarily  bad.  The 
point  is  that  surprises  in  policy  making 
leaves  the  corporate  sector  no  time  for  ad- 
justment. Of  equal  relevance  to  be  noted 
here  is  the  suspicion  that  in  at  least  several 
cases  of  policy  change  the  principles  of  non- 
discrimination is  violated. 

A  fully  transparent  policy  making  is 
perhaps  an  unrealistic  dream.  For  the  sake 
of  its  effectiveness,  a  government  also  needs 
a  certain  level  of  discretionary  power.  How- 
ever, principles  and  rules  are  of  no  less  im- 
portance than  the  process  of  deregulation 
and  privatisation  itself.  They  should  be 
ranked  high  in  terms  of  policy  agenda  as  far 
as  Indonesia  is  concerned. 

The  Issue  Coverage 

A  number  of  studies  have  been  con- 
ducted on  the  recent  experience  of  Indonesia 
in  deregulation.  The  country  economic  re- 
port of  the  World  Bank  includes  a  relatively 
lengthy  discussion  of  policy  environment. 
Recently,  studies  on  trade  policy  reform  was 
also  commissioned  by  both  the  World  Bank 
and  the  Asian  Development  Bank.  Some 
studies  on  protection  rate  were  also  spon- 
sored by  the  Data  Centre  of  the  Department 
of  Industry.  Mari  Pangestu  wrote  a  number 
of  articles  as  did  other  observers.  Therefore, 
the  following  is  just  a  concise  description  of 
what  has  been  done  or  not  been  done  in 
terms  of  deregulation  and  marketisation. 

In  the  early  1980s,  the  policy  changes 
were  directly  targeted  at  the  correction  of  the 
anti-export  bias  that  was  built  in  the  inward- 
looking  pohcy  of  the  1970s.  Export  Cer- 
tificate with  subsidy  element  was  popular- 
ised in  the  first  half  of  the  1980s  and  so  was 
working  capital  export  credit  with  preferen- 
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tial  interest  rate.  The  currency  was  massively 
devalued  in  March  1983  and  September  1986 
at  a  time  when  domestic  producers  were 
complaining  about  weak  domestic  demand. 
A  number  of  promotional  activities  were 
launched,  ranging  from  an  active  policy  on 
counter-trade  to  the  tireless  campaign  for 
non-oil  export. 

A  genuine  deregulation  started  only  in 
June  1983  with  the  marketisation  of  the 
credit  a  bank  can  extend  and  interest  rate  on 
both  deposit  and  loan  with  the  exception  of 
some  priority  credits.  At  about  the  same 
time,  the  tax  system  was  reformed.  Through 
the  lower  peak  rates,  fewer  number  of  rates 
and  the  adoption  of  self-assessment,  this  tax 
reform  also  implied  to  a  certain  degree  a 
deregulation.  The  financial  deregulation  was 
continued  in  October  and  December  1988. 
Ban  on  new  banks  was  removed,  the  finan- 
cial industry  was  reopened  to  joint  venture, 
and  the  procedures  for  the  opening  of 
branches  and  the  obtainment  of  the  status  of 
a  foreign  exchange  bank  were  simplified. 
The  capital  market  which  until  1988  was  not 
worthy  of  mentioning,  underwent  far- 
reaching  changes.  Competition  in  the  finan- 
cial sector  toughened  a  great  deal.' The 
dominance  of  the  state  banks  is  being 
challenged. 

Slightly  late,  but  not  too  late,  deregula- 
tion and  marketisation  followed  in  the  real 
sector  since  the  announcement  of  Inpres  4  in 
1985.  The  subsequent  five  years  were  turned 
into  a  marathon  of  deregulation  and  mar- 
ketisation. Barriers  to  entry  were  reduced  to 
a  minimum  through  repeated  revisions  of  the 
Investment  Priority  List,  relaxation  of  local 
equity  requirement  and  local  content  re- 
quirement for  export  oriented  establish- 
ments and  a  more  accomodative  attitude 
toward  expatriates.  In  the  area  of  trade 


policy,  the  tariff  schedule  has  been  revised 
several  times.  The  number  of  tariff  positions 
was  reduced,  if  with  some  inconsistencies  in 
the  form  of  tariff  splits.  The  same  applies  to 
the  number  of  tariff  rates.  Average  level  of 
tariff  rates  was  reduced  and  the  range  nar- 
rowed. In  fact,  tariff  protection  became  vir- 
tually of  no  relevance  for  export  oriented 
producers  who  can  and  have  made  an  exten- 
sive use  of  the  duty  exemption  facility.  Some 
inconsistencies  remain  in  the  tariff  schedule 
but  they  have  been  somewhat  reduced 
through  the  last  trade  policy  package  an- 
nounced in  May  1990. 

The  trade  policy  reform  has  also  covered 
non-tariff  barriers  which  indeed  are  of 
greater  relevance  than  tariff  as  far  as  Indo- 
nesia's trade  policy  is  concerned.  Of  greatest 
relevance  in  this  connection  is  the  import 
licencing  system  which  consists  of  different 
elements  with  different  level  of  restric- 
tiveness.  The  system  used  to  cover  a  very 
high  percentage  of  both  import  and  domestic 
production.  The  coverage  has  greatly  nar- 
rowed, however,  with  iron  and  steel  pro- 
ducts and  agriculture  being  important  excep- 
tions. Unfortunately,  little  progress  has  been 
made  in  respect  of  import  ban.  The  recent 
experience  in  the  defreezing  of  import  ban 
onCBU  (Completely  Built  Up)  vehicles  and 
cement  as  domestic  production  turned  out  to 
be  insufficient  points  out  to  the  resistance  on 
the  side  of  domestic  producers. 

Another  discouraging  development  takes 
place  in  export  policy.  In  the  name  of  export 
diversification  a  reverse  protection  escala- 
tion has  become  an  important  element  of  ex- 
port policy.  Export  of  unprocessed  timber 
and  raw  rattan  has  been  banned  and  a  kind 
of  export  cartell  established.  The  widely 
recognised  success  of  the  wood  processing 
industry  to  diversify  cannot  obscure  the 
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costs  arising  from  this  policy.  They  include 
foregone  tax  revenue,  worsened  terms  of 
trade  at  the  disadvantage  of  raw  material 
producers  arid  last  but  not  least  unfriendly 
reactions  from  Indonesia's  trading  partners. 
Apart  from  this  reverse  escalation,  quota 
allocation  has  always  been  a  problem  in  a 
number  of  other  products  which  are  subject 
to  externally  imposed  quota,  if  for  different 
reasons. 

In  an  economy  where  a  big  number  of 
public  sector  enterprises  (PSEs)  are  present 
in  important  upstream  industries,  the  impact 
of  deregulation  on  the  improvement  of  re- 
source allocation  is  bound  to  be  limited, 
unless  policy  on  PSEs  moves  toward  the 
same  direction.  This  imperative  of  improved 
economic  performance  of  PSEs  is  widely 
recognised.  The  policy  signal  from  the 
government  is  mixed,  however.  While  some 
actions  have  already  been  taken  which  point 
out  to  more  flexibility,  the  basic  policy  does 
not  seem  to  have  changed  in  terms  of  sub- 
stance. This  is  not  surprising  in  view  of  the 
embedded  affinity  for  socialism  shared 
among  many  Indonesians  and  the  historical 
fact  that,  constitutionwise,  state  enterprises 
are  supposed  to  play  a  greater  role  in  the 
economy  compared  to  the  private  sector. 

The  deteriorated  resource  position  of  the 
government  has  forced  the  government  to 
cut  capital  participation  in  PSEs,  especially 
in  cases  where  this  participation  is  nothing 
more  than  the  financing  of  accumulated 
losses.  PSEs  with  different  status  were 
reclassified  in  terms  of  their  respective 
business  performance  as  measured  by  li- 
quidity, rentability  and  debt-equity  criteria. 
PSEs  have  also  been  required  to  engage  in 
corporate  planning.  Management  seems  to 
have  enjoyed  a  higher  degree  of  freedom  to 
run  a  PSE  as  a  business  entity  rather  than  as 
a  unit  of  bureaucracy.  Some  PSEs  unders- 


tand how  to  exploit  this  freedom  as  reflected 
in  their  determination  to  improve  the  quality 
of  their  employees  through  heavy  investment 
in  human  resources  management  and  to 
strengthen  their  motivation  through  im- 
provement.  in  remuneration.  Other  PSEs 
may  have  moved  much  more  slowly.  Never- 
theless, all  PSEs  seem  to  have  had  at  least 
one  thing  in  common,  namely  the  need  to  act 
as  a  business  entity. ^even  if  within  the  con- 
straints of  having  to  play  also  the  vaguely 
defined  roles  of  an  "agent  of  development" 
and  those  of. a  pioneer. 

Following  the  management  rationalisa- 
tion, PSEs  have  allegedly  improved  their 
economic  performance  as  reflected  in  in- 
creased return  to  assets  in  the  last  few  years. 
Their  saving-investment  gap  has  also  nar- 
rowed but  remained  negative,  implying  a  net 
burden  to  government  finance.  However, 
one  has  to  be  cautious  in  interpreting  this 
performance  improvement  for  a  number  of 
reasons.  First  of  all,  profitability  of  a  PSE  is 
sensitively  dependent  on  the  pricing  of  both 
factors  and  product.  An  underpriced  inputs 
on  the  one  hand  and  an  overpriced  product 
on  the  other  mean  an  overstatement  of  pro- 
fit. On  the  contrary,  underpricing  of  product 
which  is  practiced  widely  among  state  enter- 
prises leads  to  an  understatement  of  profit. 
Secondly,  Indonesian  PSEs  still  enjoy  a 
number  of  priveleges  vis-a-vis  the  private 
sector.  PSEs  are  required  for  instance  to 
deposit  at  least  50%  of  their  bank  savings  at 
a  state  bank.  On  the  other  hand,  PSEs  seem 
to  have  also  played  the  role  of  a  "cash  cow" 
for  their  respective  ministries.  Thirdly,  a 
small  number  of  PSEs  account  for  the  lion 
share  in  the  combined  profit  of  all  state 
enterprises,  meaning  that  a  big  number  of 
PSEs  must  have  made  losses.  In  short,  under 
the  present  policy  on  PSEs  judging  from  the 
economic  performance  of  a  PSE  is  likely  to 
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be  of  little  relevance. 

Beyond  management  reform,  the  govern- 
ment of  Indonesia  has  introduced  some 
other  measures  with  the  aim  of  pressuring 
PSEs  to  improve  their  performance.  Of 
great  relevance  to  be  underlined  at  this  junc- 
ture is  de-monopolisation  or  marketisation 
of  a  number  of  business  lines  that  used  to  be 
an  exclusive  review  of  PSEs.  Entry  to  toll 
road  business  is  now  open  to  private  com- 
panies and  so  are  TV  broadcasting,  distribu- 
tion of  high  octane  gas,  operation  of  jet  air- 
craft, and  even  port  operation  which  may  be 
seen  as  the  last  bastion  of  PSEs.  The  fact 
that  the  immediate  beneficiary  of  this  mar- 
ketisation policy  is  confined  to  a  few  number 
of  firms  has  given  rise  to  a  widespread  mur- 
mur. Indeed,  the  present  mode  of  marketisa- 
tion has  frequently  been  criticised  as  a 
relocation  of  monopoly  from  PSEs  to  pri^ 
vate  companies.  If  that  is  the  case,  the  break 
of  PSE's  monopoly  produces  only  a  very 
limited  force  of  marketisation. 

In  addition  to  de-monopolisation,  other 
modes  of  marketisation  has  been  initiated. 
In  telecommunication  services  a  profit  shar- 
ing is  said  to  have  gained  popularity  among 
the  few  giants  of  global  telecommunication 
corripanies.  Similar  scheme  and  build  oper- 
ate transfer  are  being  tried  out  in  electricity 
generation.  Even  privatisation  in  the  sense  of 
ownership  transfer  from  a  PSE  to  a  private 
company  has  already  been  completed  or  be- 
ing worked  out  while  in  other  cases  PSEs 
have  made  their  intent  known  to  float  shares 
in  the  stock  market. 

It  remains  to  be  seen  whether  the  current 
modes  of  marketisation  will  prove  sus- 
tainable. Ideological  resistance  constitutes 
only  part  of  the  obstacles  to  privatisation  of 
PSEs.  The  worry  has  been  expressed  that 
under  the  present  conditions,  privatisation 


would  further  worsen  the  high  concentration 
in  business  ownership,  though  ways  and 
means  can  certainly  be  found  to  prevent  such 
an  undesirable  increase  in  concentration 
from  occuring.  Aversion  against  privatisa- 
tion has  also  something  to  do  with  the  fear 
that  a  massive  lay  off  may  take  place  after  a 
privatisation.  In  the  meantime,  uncertainty 
about  policy  on  privatisation  persists.  Lack 
of  transparency,  criteria  for  privatisation 
other  than  chronic  losses,  and  a  pre-agreed 
programme  on  privatisation  are  few  exam- 
ples of  the  issues  that  need  to  be  taken  up  in 
connection  with  privatisation. 

The  Effects  and  Fiifiire  Agenda 

Within  a  relatively  short  period  Indone- 
sia has  recovered  from  the  recessionary  im- 
pacts of  the  declined  oil  price.  In  fact  macro- 
economic  performance  in  1989  was  stronger 
than  during  the  heyday  of  oil.  Growth  rate 
of  GDP  was  as  high  as  1A%,  inflation  rose 
admittedly  but  not  to  the  extent  as  to  surpass 
the  average  rate  in  the  1970s,  current  ac- 
count deficit  was  within  the  tolerable  range 
measured  in  terms  of  the  financing  possibi- 
lities open  to  Indonesia,  investment  picked 
up  strongly  with  new  approvals  increasing  at 
a  very  high  rate  and  a  big  number  of  jobs 
must  have  been  created  during  this  process 
of  recovery. 

Equally  encouraging  is  the  microeco- 
nomic  performance.  Export  of  non  oil  pro- 
ducts has  picked  up  in  such  a  ways  as  to  ex- 
ceed oil  and  gas  export  in  1989.  What  is 
more,  manufactured  products  grew  parti- 
cularly strong  in  terms  of  export  value  and 
diversification  product-wise  and  destination- 
wise.  It  also  is  important  to  note  that  the 
share  of  labour  intensive  products  in  total 
export  of  manufactured  products  has  in- 
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creased  at  the  cost  of  resource  intensive  pro- 
ducts, implying  a  harmony  between  the 
growth  of  export  and  the  need  to  create  a 
huge  number  of  new  jobs.  The  number  of 
new  manufacturing  establishment  has  also 
increased.  Furthermore,  newly  approved  in- 
vestments have  increasingly  become  export 
oriented.  Over  70%  of  the  projects  approved 
are  reported  as  being  export-oriented  with  a 
high  value 'Of  planned  export.  ■ 

Was  it  deregulation  and  marketisation 
that  is  responsible  for  this  improved  macro- 
economic  performance?  This  question  is  dif- 
ficult to  answer.  The  deregulation  occurred 
simultaneously  with  a  big  number  of  changes 
within  and  outside  Indonesia.  There  was  the 
two  major  devaluations  which  are  widely 
seen  as  a  decisive  change  as  far  as  the 
discovery  of  the  merits  of  export  is  con- 
cerned. Before  any  substantive  deregulation 
took  place,  artificial  incentives  in  favour  of 
export  were  offered  on  top  of  the  devalua- 
tion. One  should  also  not  belittle  the  impor- 
tant role  played  by  the  generous  lending 
policy  of  Japan  and  international  lending  in- 
stitutions at  a  time  when  debt  indicators 
were  alarmingly  bad.  Finally,  there  was  the 
"blackhole  America"  in  the  latter  half  of  the 
1980s  that  served  as  an  "easy  market"  when 
Indonesian  producers  and  traders  were  lear- 
ning to  export.  When  things  looked  worse  in 
the  United  States,  there  is  Japan  and  the 
Asian  NIEs  which  serve  as  new  markets  for 
products  and  origin  of  foreign  direct  invest- 
ment. Deregulation  and  marketisation  in  the 
case  of  Indonesia  coincided,  in  other  words, 
with  the  changed  configuration  of  the  global 
market. 

It  is  widely  agreed  that  deregulation  and 
marketisation  have  been  among  the  impor- 
tant factors  behind  the  encouraging  trends 
of  performance  of  the  Indonesian  economy 
in  recent  years.  However,  costs  must  also 


have  been  incurred  during  the  process.  When 
the  surveillance  of  transborder  flows  of 
goods  was  ti-ansfered  to  SGS,  a  number  of 
customs  officers  were  sent  home.  Lay  offs 
may  have  not  taken  place  in  other  segments 
of  the  bureaucracy,  but  the  fact  that  so  many 
regulations  have  been  removed  or  simplified 
must  at  least  have  made  some  public  servants 
redundant.  It 'is!  also  veiry  likely  that  some 
companies  have  gone  bankrupt  as  competi- 
tion intensified.  Unfortunately,  little  is 
known  about  this  effect.  Going  through 
press  clipping  is  also  of  little  help.  There 
have  been  only  a  few  cases  of  bankruptcies 
during  the  deregulation  and  privatisation,  if 
one  assumes  that  the  press  is  as  interested  in 
reporting  business  failures  as  they  are  in- 
terested in  reporting  the  estabHshment  of 
new  companies. 

One  may  also  count  the  increased  level  of 
concentration  as  a  cost  of  deregulation  and 
marketisation.  Indeed,  the  perception  is 
widely  shared  that  increased  concentration  is 
bound  to  happen  in  the  wake  of  the  dere- 
gulation and  marketisation  in  Indonesia.  As 
far  as  concentration  in  the  sense  of  market 
structure  is  concerned,  we  have  indication 
that  concentration  has  tended  to  decline 
rather  than  otherwise.  At  issue  in  the  present 
debate  on  conglomeration  in  Indonesia  is  the 
phenomenon  of  conglomeration,  however. 
No  doubt,  the  tendency  to  conglomerate  is 
strong  in  Indonesia.  However,  it  is  mis- 
placed to  attribute  this  tendency  to  deregula- 
tion. Consistent  marketisation  can,  indeed, 
be  expected  to  weaken  the  propensity  to 
conglomerate.  In  a  competitive  environ- 
ment, focus  is  an  important  source  of  com- 
petitiveness. As  far  as  the  spatial  concentra- 
tion is  concerned  we  also  have  some  indica- 
tions of  increased  concentration.  Whether 
one  likes  it  or  not,  promotion  of  non-oil  ex- 
port is  primarily  promotion  of  development 
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within  Java.  Data  on  loading  of  non-oil  ex- 
ports show  that  Java  occupies  a  dominant 
position  as  far  as  non-oil  export  is  concern^ 
ed.  An  increased  fraction  of  the  newly  ap- 
proved investments  is  located  on  Java.  This 
is  not  surprising  in  view  of  the  increased  im- 
portance of  labour  intensive  industries,  the 
unbeatable  position  of  Java  as  far  as  the 
availability  of  workers  and  managerial  peo- 
ple are  concerned  and  the  relatively  good  in- 
frastructure that  one  finds  in  Java. 


The  above  discussion  is  far  from  ex- 
haustive. Studies  are  badly  needed  on  many 
aspects  of  deregulation  and  marketisation. 
This  should  be  seen  as  an  important  item  in 
the  future  agenda  of  policy  making.  On  the 
basis  of  such  studies  discussion  can  then  be 
held  on  future  direction.  There  seems  to  be  a 
pressing  need  for  a  basic  agreement  on  future 
deregulation  and  marketisation  consisting  of 
principles,  rules,  programme,  and  policy  im- 
plementation audit. 


Indonesia-Papua  New  Guinea 
Relations  in  the  Context 
of  Cooperation  between 
ASEAN  and  the  South  Pacific  Forum 

C.P.F.  Luhulima 


COOPERATION  among  developing 
countries  or  groups  of  developing 
countries  is  only  a  recent  pheno- 
menon. The  aspiration  of  their  working  to- 
gether is  in  many  cases  a  reflection  of  the  de- 
sire to  manage  their  national  resources  and 
affairs  on  a  collective  bases  and  to  collective- 
ly redress  the  bilaterally  unfortunate  align- 
ment with  the  more  powerful  metropoles. 
Once  they  have  succeeded  in  establishing  a 
regional  organisation  among  themselves  they 
seek  out  specific  developed  countries  to 
translate  the  bilaterally  unfortunate  ahgn- 
ments  into  more  profitable  ones.  After  all,  it 
is  in  those  advanced  countries  where,  tradi- 
tionally, finance,  markets  and  technology 
are  available.  This  approach  opens  iip  a 
significant  number  of  North-South  channels 
to  conduct  the  new  relationships  or  dia- 
logues in  the  ASEAN  jargon.  ^ 


Paper  presented  at  the  Fourth  Indonesia- Papua  New 
Guinea  Conference,  Jalcarta,  6-7  August  1990,  or- 
ganised by  the  Department  of  Foreign  Affairs,  Port 
IVIoresby,  PNG  and  Centre  for  Strategic  and  Interna- 
tional Studies  (CSIS),  Jakarta. 


Inter-regional  cooperation  between  or 
among  developing  nations  are,  however,  not 
too  impressive.  ASEAN  has  only  towards 
the  end  of  the  1970s  begun  to  think  of  and 
formulate  guidelines  on  how  to  conduct  rela- 
tions with  developing  countries  and  group- 
ings of  developing  countries  indicating  the 
degree  of  importance  it  attaches  to  South- 
South  relations.  At  their  third  summit  in 
Manila  in  December  1987,  ASEAN  heads  of 
governments  or  states  only  "noted  with  in- 
terest the  desire  of  the  South  Pacific  island 
countries  to  establish  a  regional  ixJerTtit-j^and 
mechanism  for  regional  cooperation,  prtma- 
rily  through  the  South  Pacific  Forum",  after 
almost  eight  years  of  cooperation  with  coun- 
tries of  the  region.  The  creation  of  the  South 
Asian  Association  for  Regional  Cooperation 
did  not   fare  better.  (Joint  Press  State- 
ment, para  14)  Compare  this  statement  with 
that  of  the  ASEAN  foreign  ministers  at  the 
23rd  ASEAN  Ministerial  Meeting  (Jakarta, 
24-25  July  1990): 

The  Foreign  Ministers  welcomed  the  rapid  and 
momentous  development  currently  taking  place  in 
Eastern  and  Central  Europe,  in  particular  the  es- 
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tablishment  of  greater  political  pluralism  and  move- 
ment towards  a  market  economy,  thus  paving  the 
way  for  larger  trade  and  investment  opportunities 
there.  They  looked  forward  to  support  the  streng- 
thening of  the  relations  and  the  expansion  of  coo- 
peration between  the  ASEAN  countries  and  the 
countries  of  Easter  Europea  in  all  fields  of  mutual 
benefit,  (para  65) 

•  vThe  enthusiasm  emanating  iroixi .  this 
statement  reflects  the  importance  of  that 
part  of  the  world,  although  less  developed 
than  the  West  Europeans,  for  market  access, 
trade  and  tourism  promotion,  investments 
of  the  ASEAN  countries,  next  to  the  Euro- 
pean Communities  and  the  Soviet  Union,  the 
United  States,  Japan  and  South  Korea. 
These  are  the  regions  of  high  economic  and 
commercial  priority  to  ASEAN.  Hence  the 
differences  in  the  sentiments  of  the  state- 
ments. 

A  similar,  enthusiasm  was  again  ex- 
pressed by  all  participants  to  the  recent 
Asia  Pacific  Economic  Cooperation  (APEC) 
meeting  '  in  Singapore  (29-31  July  1990) 
which  the  Papua  New  Guinean  Minister  for 
Trade  and  Industry,  John  Giheno,  attended 
as  an  observer: 

Ministers  expressed  their  support  for,  and  looked 
forward  to,  the  opening  of  the  Central  and  East 
European  economies  to' the  world.  Ministers  also 
discussed  the  effects  of  the  transition  from  centrally 
planned  to  market  economies  in  these  countries, 
and  their  implications  for  the  Asia  Pacific  region. 
The  changes  in  Europe  could  lead  to  increased  flow 
of  goods,  technology,  capital  and  investment  to  that 
region  and  could  provide  new  export  markets  for 
APEC  countries,  (para  12) 

ASEAN-South  Pacific  Forum  Re- 
lations 

The  relations  between  ASEAN  and  the 
South  Pacific  Forum  only  started  in  1979 
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when  ASEAN' s  Standing  Committee  agreed 
that  the  Secretary  General  of  the  ASEAN 
Secretariat  establish  "official  communica- 
tion" between  the  ASEAN  Secretariat  (not 
ASEAN  as  a  whole)  and  the  South  Pacific 
Bureau  for  Economic  Cooperation  in  the 
fields  of  trade,  industrial  development, 
energy  and  shipping.  Possibilities  for  coo- 
peration should  then  be  referred  to  the 
ASEAN  Economic  Ministers  "for  comment 
and  advice".  Two  years  later  the  AEM  were 
requested  to  consider  ways  and  means  to 
developed  cooperation  with  South  Pacific 
Economic  Cooperation  (SPEC)  on  Tech- 
nical Cooperation  of  Developing  Countries 
(TCDC)  matters  and  agreed  that  the  five 
ASEAN  Economic  Committees  explore  the 
possible  areas  of  cooperation.  The  ASEAN 
Banking  Council  was  requested  to  explore 
the  possibility  of  cooperation  on  investment 
between  ASEAN  and  the  South  Pacific 
Forum.  SPEC  proposed  possible  investment 
and  technical  assistance,  particularly  in 
terms  of  expertise,  from  ASEAN.  However; 
Committee  on  Finance  and  Banking 
(COFAB)  decided  that  technical  cooperation 
with  the  South  Pacific  Forum  should  remain 
on  a  bilateral  basis  and  at  the  private  sector 
level.  Meanwhile,  trade  missions  between  in- 
dividual ASEAN  countries  and  South 
Pacific  Forum  countries  should  be  increas- 
ed. 

SPEC,  on  the  other  hand,  continued  to 
endeavour  to  capitalise  on  its  relationship 
with  ASEAN.  If  the  records  on  ASEAN 
endeavours  to  develop  relations  between  the 
two  organisations  stopped  in  1983,  SPEC  in 
cooperation  with  the  Asia  Pacific  Develop- 
ment Centre  (APDC)  concluded  a  study  of 
the  complementarities  in  the  area  of  invest- 
ment and  joint  ventures  between  ASEAN 
and  the  South  Pacific  countries  in  1987.  It 
covers  relevant  information  on  the  facilita- 
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tion  of  investment  and  joint  ventures  in  botii 
regions.  Prior  to  completion,  a  one  day  se- 
minar on  ASEAN-South  Pacific  Investment 
Promotion  was  held  in  Suva  in  October 
1986.  This  seminar  was  attended  by  repre- 
sentatives of  government  and  private  sector 
from  Indonesia,  Malaysia,  Fiji,  Papua  New 
Guinea,  the  Philippines,  Singapore, 
Salomon  Islands,  Thailand,  Tonga  and 
Vanuatu  and  was  thus  an  important  step  in 
economic  relations  between  ASEAN  and  the 
South  Pacific. 


Participation  of  South  Pacific  Islanders 
in  ASEAN  human  resources  projects  in  the 
context  of  the  Asia  Pacific  Cooperation  in 
Human  Resources  Development  (APC/ 
HRD),  financed  by  ASEAN' s  wealthy  dia- 
logue partners,  particularly  Japan,  should  be 
considered  part  of  the  implementation  of 
cooperation  on  a  bilateral  basis  between 
ASEAN  and  Pacific  Forum  member  coun- 
tries. Training  for  seamen  instructors  in  the 
context  of  APC/HRD  which  was  im- 
plemented in  Barombong,  Ujung  Pandang, 
South  Sulawesi  for  three  months  in  late  1986 
to  provide  participants  with  practical 
knowledge  and  skills,  necessary  teaching 
courses  in  merchants  ships'  engines  in  their 
home  countries  was  also  attended  by  partici- 
pants from  Micronesia,  Fiji,  Kiribati,  West 
Samoa,  Tuvalu  and  Vanuatu.  The  Philip- 
pines which  offered  three  HRD  courses,  in 
transportation  and  traffic  engineering,  port 
cargo  handling  technology  and  remote  sens- 
ing technologies  and  applications  were  all  at- 
tended by  nationals  from  the  South  Pacific 
Island  countries.  So  were  the  courses  offered 
by  Singapore  (search  and  rescue  mission 
coordination)  and  Thailand  (seminar  on 
human  resources  development:  concept, 
policies,  needs  and  cooperation  in  the  region 


and  the  community  forestry  project). 

If  the  bilateral  relationship  between 
ASEAN  and  the  South  Pacific  Forum 
falters,  the  trilateral  relationship  among 
ASEAN,  an  advanced  Asia  Pacific  country, 
and  members  of  the  Forum  was  thought  to 
promise  better  possibilities  for  development. 
At  the  ASEAN-South  Pacific  Forum  Dia- 
logue in  Ujung  Pandang  in  November  1988, 
it  was  proposed  to  develop  the  triangular 
cooperation  among  ASEAN/Southeast 
Asia,  the  South  Pacific  Island  countries  and 
Japan  (which  should  finance  this  project). 
So  far,  however,  no  follow-up  to  the  pro- 
posal has  taken  place.  Hence  no  judgement 
can  as  yet  be  made  on  whether  cooperation 
between  ASEAN  and  the  South  Pacific 
Forum  should  be  promoted  on  the  basis  of 
bilateral  or  trilateral  relationship. 

It  was  Indonesia's  then  foreign  minister. 
Dr.  Mochtar  Kusumaatmadja  who  at  the 
Annual  Ministerial  Meeting  in  Singapore 
(June  1987)  called  for  a  "much  more  active 
and  committed  Pacific  orientation  on  the 
part  of  all  ASEAN  states".  Particularly, 

the  potential  for  conflict  stemming  from  unresolved 
colonial  situations  has  recently  taken  on  a  much 
more  acute  dimension.  Nuclear  weapon  tests  and  the 
disposal  of  radio-active  waste  in  parts  of  the  region 
continue  to  arouse  the  deep  misgivings  and  vigorous 
protests  of  the  Southern  Pacific  countries,  including 
ASEAN. 

He  has  indeed  frequently  spoken  of 
closer  cooperation  between  the  regional  or- 
ganisations, but  other  ASEAN  states  have 
objected  on  the  argument  that  racial  and 
cultural  differences  between  the  two  regions 
do  not  justify  close  ties.  ASEAN-Pacific 
Forum  relations  may  thus  remain  stagnant 
for  the  foreseeable  future. 
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Indonesia-Papua  New  Guinea  Re- 
lations in  the  ASEAN  Confex( 

Since  ASEAN-Forum  relations  under  the 
current  parameters  will  probably  not  change 
much  in  the  foreseeable  future,  as  a  conse- 
quence of  highly  prioritised  export  policies 
of  all  ASEAN  countries  and  the  far-reaching 
changes  in  the  military-strategic  parameters 
in  the  wider  Pacific  region,  Indonesia- Papua 
New  Guinea  relations  should  be  singled  out 
to  find  ways  and  means  of  increasing  inter- 
regional relations. 

Relations  between  the  two  countries  have 
been  comprehensively  sealed  by  the  Treaty 
of  Mutual  Respect,  Friendship  and  Coopera- 
tion on  October  27,  1986.  In  the  guiding 
principles  to  the  Treaty  it  is  said  that  both 
governments  "shall  display  and  promote  re 
spect,  friendship,  and  cooperation  between 
their  two  nations,  both  as  means  towards 
securing  common  and  national  objectives, 
including  regional  stability,  and  as  valued 
ends  in  themselves"  (Article  1).  Both  parties 
further  agreed  to  settle  "any  differences" 
that  may  arise  between  them  "only  by  peace- 
ful means"  (Article  3).  They  shall  further 
"display  and  promote  respect  for  the  other 
country's  national  interests  and  policies" 
(Article  B),  and  "shall  endeavour  to  main- 
tain and  further  develop  existing  program- 
mes of  cooperation,  and  facilitate  and  pro- 
mote other  areas  of  cooperation".  (Article 
14) 

This  treaty  reflects  the  desire  and  deter- 
mination of  both  Indonesia  and  Papua  New 
Guinea  to  "live  in  peace  and  to  cooperate 
with  each  other  in  a  spirit  of  friendship  as 
two  neighbouring  countries".  As  two  close 
and  immediate  neighbours,  it  is  perhaps  im- 
possible to  avoid  discordance  from  arising 
due  to  the  insensitivities  of  one  party  to  pro- 


blems of  national  interest  of  the  other  party. 
To  be  able  to  achieve  the  "compatibility  of 
self-images"  (Kenneth  E.  Boulding)  between 
immediately  neighbouring  nations  (which  is 
that  one  nation's  image  of  its  partner  is  com- 
patible with  that  of  itselQ  is  thus  a  constant 
endeavour  of  sustaining  the  political  aware- 
ness and  will  which  brought  about  the  treaty 
and  to  further  develop  and  enhance  relations 
in  all  sectors  on  the  principles  of  mutual 
respect  for  the  souvereignty  and  territorial 
integrity  of  each  other  and  non-interference 
in  each  other's  internal  affairs. 

The  Treaty  of  Mutual  Respect  was  in- 
deed inspired  and  modelled  after  the 
ASEAN  Treaty  of  Amity  and  Cooperation 
in  Southeast  Asia,  also  the  creation  of  the 
mechanism  to  settle  disputes  that  may  arise 
between  the  two  countries.  Also  in  October 
1986,  Papua  New  Guinea,  which  attended 
ASEAN' s  Annual  Ministerial  Meeting 
regularly  since  1979,  at  Indonesia's  incite- 
ment, proposed  to  accede  to  the  ASEAN 
Treaty.  Extensive  discussions  took  place  on 
the  part  of  ASEAN  to  consider  "the  amend- 
ments which  would  make  it  possible  for  the 
PNG"  to  accede  to  the  Treaty  as  a  non- 
Southeast  Asian  country,  and  agreed  that 
the  amendments  be  completed  prior  to  the 
Manila  Summit  in  December  1987. 

On  December  15,  1987  ASEAN' s  foreign 
ministers  signed  the  Protocol  Amending  the 
Treaty  of  Amity  and  Cooperation  in 
Southeast  Asia.  Amendments  were  made  to 
Article  18  dealing  with  accession  by  other 
states: 

Stales  outside  Southeast  Asia  may  also  accede  to  this 
Treaty  by  the  cotisent  of  all  the  States  in  Southeast 
Asia  which  arc  signatories  to  this  Treaty  and  Brunei 
Darussalam. 

An  amendment  was  also  made  to  Article 
14  dealing  with  the  mechanism  for  the  settle- 
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ment  of  disputes  through  regional  processes. 
This  article  shall  also  apply  to  states  outside 
the  region  of  Southeast  Asia,  in  both  cases 
applying  to  Papua  New  Guinea.  ASEAN  re- 
cords, however,  show  that  so  far  Papua  New 
Guinea  have  not  yet  acceded  to  the  Treaty. 

Earlier,  in  early  1985,  Papua  New 
Guinea  has  indicated  that  it  would  like  to 
participate  in  ASEAN' s  functional  commit- 
tees. ASEAN,  again  at  the  incitement  of  In- 
donesia, did  not  take  long  to  agree  to  the  re- 
quest. However,  PNG's  participation  in 
ASEAN  activities  be  confined  to  sectors 
which  are  mutually  beneficial.  One  eco- 
nomic committee,  the  Committee  on  Food, 
Agriculture  and  Forestry  (COFAF),  and  two 
non-economic  committees,  the  Committee 
on  Social  Development  (COSD)  and  the 
Committee  on  Science  and  Technology 
(COST)  were  agreed  on  PNG's  participation 
in  its  activities.  Again,  Papua  New  Guinea's 
actual  participation  in  the  three  committees 
has  not  taken  place. 

It  is  apparently  not  easy  to  become  a 
member  of  one  regional  organisation  and 
aspiring  to  participate  in  activities  of 
another.  Geographical  proximity  of  Papua 
New  Guinea  to  ASEAN  or  Indonesia  to  the 
South  Pacific  plus  the  recent  policies  in  In- 
donesia to  boost  the  development  of  the 
eastern  part  of  Indonesia,  particularly  Irian 
Jaya,  do  not  facilitate  the  decision  to  par- 
ticipate. Papua  New  Guinea's  attendence  of 
ASEAN' s  Annual  Ministerial  Meetings  in 
the  person  of  its  foreign  minister,  although 
as  an  observer,  cannot  be  reciprocated  by  In- 
donesia. The  South  Pacific  Forum  meetings 
are  attended  by  heads  of  governments  or 
states  of  member  countries,  whereas  in  the 
ASEAN  setting  heads  of  governments  or 
states  rarely  meet,  although  there  is  a  pro- 
posal at  the  lates  AMM  to  institutionalise 


ASEAN  summits. 

Australia's  and  New  Zealand's  atten- 
dance in  the  ASEAN-Australian  and 
ASEAN-New  Zealand  forums  and  Post 
Ministerial  Meetings  are  institutionalised. 
But  then,  both  countries  fulfill  a  special 
function  in  ASEAN's  activities,  mainly  to 
finance  and  provide  expertise  to  ASEAN 
projects,  as  well  as  to  assist  in  boosting 
ASEAN's  positions  on  international  issues, 
the  most  famous  of  which  is  the  Cambodian 
issue.  These  functions  cannot  be  expected 
from  the  South  Pacific  Island  countries. 

Racial  and  cultural  factors  are  mostly 
cited  by  other  ASEAN  member  countries  as 
reasons  for  their  reservations  in  intensifying 
and  expanding  relations  between  ASEAN 
and  the  Forum,  on  a  region  to  region  basis, 
not  on  a  bilateral  basis.  Bilateral  links  with 
Malaysia,  the  major  proponent  among 
ASEAN  member  countries  of  linking 
membership  with  Malayan  racial  and 
cultural  features,  for  instance,  continue  to 
grow  with  the  announcement  that  Papua 
New  Guinea  would  be  recruiting  Malaysian 
teachers,  the  first  25  of  them  have  arrived 
for  the  1990  school  year.  Most  of  Indone- 
sia's population  in  the  eastern  part  of  the 
country  are  of  Melanesian  stock,  related  to 
the  population  of  Papua  New  Guinea,  Va- 
nuatu and  the  Salomon  Islands.  Indonesia 
even  invited  the  Salomon  Islands  foreign 
minister  to  attend  the  23rd  AMM  in  Jakarta 
last  month  who  unfortunately  could  not  at- 
tend. Foreign  policy  priorities  and  diverging 
interests  in  a  fast  changing  world  should  be 
cited  as  the  main  reason  on  the  part  of 
ASEAN  and  of  Indonesia  for  the  moderate 
interest  in  South  Pacific  affairs. 

This  should  not  be  taken  to  mean  that 
Indonesia-Papua  New  Guinea  relations  can 
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be  dismissed  as  of  less  importance.  Any  in- 
stability in  Papua  New  Guinea  will  have  im- 
mediate repercussions  on  Indonesia  andv/ce 
versa,  any  instability  in  Irian  Jaya  will  have 
its  repercussions  on  Papua  New  Guinea,  or 
Vanuatu  or  the  Salomon  Islands,  and  thus 


on  the  national  and  regional  resilience  of 
both  regional  groupings.  Hence,  it  is  impor- 
tant to  keep  fostering  Indonesia-Papua  New 
Guinea  relations^  as  the  centre  of  regional 
cooperation  between  ASEAN/Southeast 
Asia  and  the  South  Pacific. 


PNG's  History,  Political  System 
and  Civil-Military  Relations 

Ikrar  Nusa  Bhakti 


PAPUA  New  Guinea  (PNG)  is  one  of 
two  countries,  the  otiier  is  Malaysia, 
which  has  a  common  land  border 
with  Indonesia.  However,  only  a  handful  of 
Indonesians,  such  as  academicians  or  in- 
tellectuals at  CSIS,  LIPI,  UI,  Unhas  and  the 
University  of  Cenderawasih,  several  NGO's 
activists  in  Irian  Jaya,  senior  Indonesian 
journalists,  senior  officials  of  Indonesian 
Department  of  Foreign  Affairs  and  several 
senior  officers  of  the  miUtary  and  intel- 
ligence organisations  who  are  well-informed 
about  PNG's  history  and  domestic  politics. 
In  other  words,  most  Indonesian  citizens 
have  little  knowledge  about  our  eastern 
neighbour  country. 

So  far,  there  have  been  many  articles  on 
Indonesia-PNG  relations  or  on  Indonesia 
and  the  South  Pacific  written  by  Indonesian 
scholars.  However,  as  far  as  PNG  history 
and  dornestic  politics  are  concerned,  there 
has  not  been  any  article  published  in  Indone- 
sia on  this  subject.  In  order  to  fill  the  gap  in 
the  Indonesian  literature  on  Papua  New  Gui- 
nea, the  main  purpose  of  this  articles  is  to  ex- 


plore PNG's  history  and  its  impact  on  PNG 
political  system  and  Civil-Military  relations. 

Biu'kuronnd  liiF()rina<ion  aboiil  Pa- 
pua New  Ciiinea 

Papua  New  Guinea  is  one  of  the  new 
countries  in  the  South  Pacific  region,  which 
lies  between  141°  to  160°  Eastern  Latitude 
and  r  and  12°  Southern  Longitude.  It 
covers  a  total  area  of  462,840  sq.  km.  Geo- 
graphically, PNG  borders  Indonesia  (Irian 
Jaya  Province)  in  the  west,  Solomon  Islands 
in  the  east,  Australia  in  the  south.  Pacific 
Ocean  in  the  north,  and  Micronesia  in  the 
northwest.  It  comprises  the  half-eastern  part 
of  the  island  of  New  Guinea,  and  some 
smaller  islands  including  the  Bismarck  Ar- 
chipelago (mainly  New  Britain,  New  Ireland 
and  Manus)  and  the  northern  part  of  the  So- 
lomon Islands  (mainly  Bougainville  and 
Buka)  and  600  tiny  islands.'  According  to 

'Papua  -New  Guinea  Government  Office  of  Infor- 
mation, This  is  Papua  New  Guinea  (Port  Moresby: 
n.p.,  1980),  4. 
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the  September  1980  census,  the  population 
of  PNG  was  3,010,727  and  in  mid-1988  the 
population  was  estimated  to  be  3,561,000.^ 


Brief  Hislory  of  PNG 

Papua  New  Guinea  was  comprised  of 
Papua  (the  southern  part  of  eastern  New 
Guinea  Island)  and  New  Guinea  (the 
northern  part  of  eastern  New  Guinea 
Island).  Papua  became  British  New  Guinea 
in  1906,  following  the  establishment  of  a 
British  protectorate  in  1884  and  annexation 
in  1886.  From  1906  to  1949  Australia  ad- 
ministered the  region  as  the  Territory  of 
Papua.  New  Guinea  came  under  German  ad- 
ministration in  1884.  During  World  War  I, 
the  Germans  were  removed  from  the  ter- 
ritory by  Australian  troops,  and  Australia 
subsequently  administered  the  area  under 
the  League  of  Nations  mandate  from  1919  to 
1942,  when  the  greater  part  of  it  fell  under 
Japanese  occupation.  In  1946  the  territory 
returned  to  Australian  administration  under 
United  Nations  trusteeship  arrangements. 
After  1949  Papua  and  New  Guinea  were  ad- 
ministered together  by  Australia  as  the  Ter- 
ritory of  Papua  and  New  Guinea.  In 
December  1973  the  Territory  of  Papua  and 
New  Guinea  gained  its  self-government  from 
Australia,  and  on  16  September  1975  became 
the  independent  nation  of  Papua  New 
Guinea.^ 

PNG  gained  its  independence  from  Aus- 
tralia through  peaceful  means,  a  process 
which   affected   its   pattern   of  political 

^' '  Papua  New  Guinea,"  The  Far  East  and  A  ustralia 
1990,  21st  ed.  (London:  Europe  Publications  Ltd., 
1989),  790. 

'ibid.,  see  also  The  Far  East  and  Auslraliasia  1978- 
79  (London:  Europe  Publications  Ltd.,  1978),  861. 


development,  its  political  structure,  its  civil- 
military  relations,  its  international  outlook, 
and  its  foreign  policy  towards  Indonesia. 
Until  the  early  1970s,  successive  conservative 
Australian  governments  wanted  to  move 
slowly  rather  than  quickly  in  preparing  PNG 
for  independence  for  a  variety  of  reasons. 
First,  domestically,  Australian  attitude  to 
Papua  New  Guinea,  official  or  private,  was 
due  to  the  fact  that  the  people  of  Papua  New 
Guinea  were  not  ready  yet  to  accept  in- 
dependence. Second,  economically,  Aus- 
tralian entrepreneurs  in  PNG  still  had  their 
vested  interests  to  maintain  the  status 
quo  of  the  territory.  In  addition  to  that, 
Australian  public  believed  that  PNG  would 
become  dependent  on  Australian  aid. 
Third,  from  the  security  point  of  view,  since 
the  end  of  nineteenth  century,  Papua  New 
Guinea  was  essential  to  Australia's  continen- 
tal defence,  as  it  was  proved  during  the 
World  War  II  that  PNG  was  very  important 
to  Australian  defence  and  as  a  bastion 
against  Asian,  that  is  Japanese,  encroach- 
ment on  the  Pacific.  In  the  minds  of  many 
Australians,  PNG  was  the  last  barrier  to  the 
Japanese  which  protected  Australia  from  in- 
vasion: if  Australia  lost  control  of  the  ter- 
ritory, then  that  barrier  would  fall.'* 

The  process  of  decolonisation  in  Asia 
and  Africa  which  was  in  full  cry  by  the 

■"See  for  examples,  Don  Aitkin  and  Edward  P. 
Woifers,  "Australia  Attitudes  Towards  the  Papua  New 
Guinea  Area  Since  World  War  II,"  Australian  Outlook 
27,  no.  2  (August  1973):  202-214;  idem,  "Australian  Al- 
titudes Towards  Papua  New  Guinea  on  The  Eve  of  In- 
dependence," Australian  Outlook  30,  no.  3  (December 
1976):  432-438;  R.  Gerard  Ward  &  J. A.  Ballard,  "In 
Their  Own  Image:  Australia's  Impact  on  Papua  New 
Guinea  and  Lessons  for  Future  Aid,"  Australian  Out- 
look 30,  no.  3  (December  1976):  439-458.  See  also  Pater 
Hastings,  New  Guinea:  Problems  and  Prospects  (Mel- 
bourne: Cheshire  Publishing  Pty.  Ltd.,  1973),  36  and 
60. 
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1960s  had  little  effect  on  Australia  in  terms 
of  encouraging  it  to  promote  political  de- 
velopment in  PNG  in  the  direction  of  in- 
dependence. Policy  makers  in  Canberra  at 
that  time  believed  that  what  was  happening 
in  Asia-Africa  would  not  encourage  Papua 
New  Guineans  to  demand  political  develop- 
ment. Australia  was  not  even  affected  by  po- 
litical development  in  western  half  of  the  is- 
land, that  is  West  New  Guinea.  From  the  ear- 
ly 1950s  to  the  early  1960s  the  Dutch  colonial 
government  encouraged  political  develop- 
ment in  West  New  Guinea  by  such  means  as 
encouraging  the  establishment  of  political 
parties,  forming  the  quasi-legislative,  New 
Guinea  Council,  and  promising  West  New 
Guinea  independence  in  1970  in  order  to 
reduce  Indonesia's  chance  to  recover  this  ter- 
ritory. Australia's  reluctance  to  implement 
rapid  political  changes  in  PNG  was  based  in 
part  on  the  belief  that  most  of  the  Papua 
New  Guineans  were  not  ready  yet  to  accept 
independence.  It  is  worth  noting,  however, 
that  the  European  population  of  the  ter- 
ritory (mostly  Australians)  also  pressured 
the  colonial  administration  to  prevent  the 
rapid  indigenisation  of  administrative 
power.  The  Australian  colonial  administra- 
tion believed  that  it  was  in  the  territory's  best 
interest  that  political  development  in  PNG 
should  proceed  slowly.  In  addition  to  that, 
Australia  still  needed  PNG  as  a  barrier  to 
Australian  defence.^ 

In  view  of  Australia's  defence  interest, 


'Some  aspects  of  political  development  in  Papua 
New  Guinea  were  discussed  in  Henk  Nelson,  Papua 
New  Guinea:  Black  Unity  or  Black  Chaos?  (Harmond- 
sworth:  Penguin  Books  Ltd.,  1973),  70-72;  Peter 
Hastings,  Problems  and  Prospects,  chap.  5;  Don 
Woolford,  Papua  New  Guinea:  Initiation  and  In- 
dependence (St.  Lucia:  University  of  Queensland  Press, 
1976),  chaps.  5  to  8. 


until  the  end  of  1959  Australia  always  sup- 
ported the  Netherlands  in  the  United  Na- 
tions in  its  denial  of  Indonesia's  territorial 
claims  to  West  New  Guinea  (West  Irian). ^ 
One  of  the  few  Australians  who  supported 
Indonesia's  claim  to  West  New  Guinea  was 
Gough  Whitlam,  then  a  member  of  the  op- 
position party  (Labour  Party).  He  said  in 
1957  that  Indonesia's  claim  to  West  New 
Guinea  was  not  based  on  geography  or 
ethnicity  but  because  Indonesia  inherited  the 
whole  former  Netherlands  East  Indies  where 
New  Guinea  was  part  of  it.^  Australia  be- 
lieved that  the  security  of  the  Australian  con- 
tinent could  be  maintained  if  this  country  co- 
operated with  the  Dutch  rather  than  with  In- 
donesia. In  1950,  the  then  Australian 
Minister  for  External  Territories,  Percy 
Spender,  was  of  the  opinion  that  West  New 
Guinea  was  very  important  as  part  of  "New 
Guinea  Defence  Shield"  -  an  'umbrella'  for 
Australia.  The  Australian  government  be- 
lieved, if  Indonesia  recovered  West  New 
Guinea,  Indonesia  could  infiltrate  into 
Papua  New  Guinea  and  would  become  a 
serious  communist  threat.^  There  was  even  a 
suggestion  in  the  House  of  Representatives  in 
June  1950  that  Australia  should  purchase 
New  Guinea.  This  was  the  fourth  proposal 
by  various  countries  to  purchase  West  New 
Guinea  from  the  Dutch,  the  first  was  made 
by  Australia  in  June  1903,  second  by  Queen 
Wilhelmina's  German   Brother-in-law,  in 

^See  the  results  of  voting  on  New  Guinea  Dispute  in 
The  Question  of  Irian  in  the  United  Nations  1954-1957 
(Jakarta:  Ministry  of  Foreign  Affairs  of  Indonesia, 
1958),  491-492. 

''E.G.  Whitlam,  "Australia,  Indonesia  and  Europe's 
Empire,"  Australian  Outlook  34,  no.  1  (April  1980): 
4. 

^John  Ryan,  The  Hot  Land  Focus  on  New  Guinea 
(South  Melbourne:  The  Macmillan  Company  of  Aus- 
tralia, 1971),  187. 
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1921,  and  the  third  was  by  the  Japanese  in 
1936.^  It  means  that  West  New  Guinea  was 
very  important  as  a  strategic  base,  because  it 
lies  between  Southeast  Asia  and  the  South 
Pacific. 

Australia  also  entered  into  agreement 
with  the  Dutch  for  the  administrative  de- 
velopment in  their  two  halves  of  the  island, 
particularly  in  matters  of  joint  concern  such 
as  health  and  quarantine  in  November  1957. 
While  it  readily  co-operated  with  the  Dutch 
in  the  exchange  of  technical  and  other  infor- 
mations across  the  border,  as  well  as  of- 
ficials, it  steered  clear  of  any  actions  of  a 
political  nature.  Australia's  reluctance  to 
enter  into  these  matters  were  probably  to 
avoid  any  further  strained  relations  with  In- 
donesia if  the  latter  succeeded  in  its  claim  to 
West  New  Guinea.  Indeed,  Australia  found 
that  Indonesia  was  busily  mobilising  massive 
Afro-Asian  support  for  its  position  in  West 
New  Guinea,  and  that  United  States  and 
British  support  for  the  Netherlands- 
Australian  position  was  rapidly  cooling. 
Therefore,  Australian  government  an- 
nounced in  1959  that  it  would  recognise  any 
peaceful  agreement  with  Indonesia,  which 
can  be  regarded  as  the  first  indication  that 
Australia  changed  its  policy  in  favour  of  In- 
donesia. In  addition,  the  change  of  US 
policy  on  the  West  New  Guinean  conflict 
from  a  "passive  neutrality"  to  an  "active 
mediation"  in  the  early  1960s  had  affected 
Australia  to  change  its  policy  on  West  New 
Guinea. The  last  Australian-Dutch 

'Hastings,  Problems  and  Prospects,  200-201. 

'°Ibid.,  203-205;  see  also  Ryan,  Hot  Land 
Focus,  189;  see  also  June  Verrier,  "Priorities  in  Papua 
New  Guinea's  Evolving  Foreign  Policy:  Some  Legacies 
and  Lessons  of  History,"  Australian  Outlook  28,  no.  3 
(1974):  294-295;  see  also  J.A.C.  Mackie,  "Australia- 
Indonesian  Relations,"  in  David  Pettit  and  Anne  Hall, 
eds..  Selected  Reading  in  Australian  Foreign  Policy, 
3rd  ed.  (Victoria:  Sorret  Publishing,  1978),  154. 


meeting  under  the  Agreement  was  in  Goro- 
ka^  Papua  New  Guinea,  in  August  1961.  At 
this  meeting,  Australia  not  only  opposed  the 
Dutch  various  political  initiatives  including  a 
common  name  and  flag  for  the  two  ter- 
ritories, but  also  to  end  the  two  colonial 
governments'  administrative  co-operation. 
Australia's  rejection  added  to  the  Dutch 
disappointment  with  its  Western  Allies.  Four 
months  earlier,  April  1961,  the  US  and 
British  delegates  changed  their  minds  in  the 
last  minutes  not  to  attend  the  opening  of  the 
Dutch  created  quasi-legislative.  New  Guinea 
Council,  in  Hollandia  (now  Jayapura).'' 

Meanwhile,  feelings  of  common  ethnic 
background  and  the  eagerness  to  establish 
one  island  state  among  the  Irianese  and 
Papua  New  Guineans  emerged  when  the 
Papua  New  Guinean  leaders  visited  Hollan- 
dia in  April  1961  for  the  opening  of  New 
Guinea  Council.  During  the  opening  days  of 
New  Guinea  Council,  two  pro-Dutch 
Irianese  leaders,  Nicolaas  Jouwe  and  Her- 
man Womsiwor,  tried  very  hard  to  enlist  the 
Pan-Papua  sympathies  of  Papua  New  Gui- 
nean leaders  accompanying  the  Australian 
delegation  in  support  of  an  eventual  one 
island  state.  Jouwe  spoke  enthusiastically 
and  imaginatively  of  a  United  New  Guinea 
'From  Sorong  to  Samarai',  an  adaptation  of 
the  eventually  triumphant  Indonesian 
slogan,  'From  Sabang  to  Merauke'.  Papua 
New  Guinean  members  of  the  delegation 
were  attracted  to  the  idea  of  a  united  New 
Guinea.  However,  Australia  changed  its 
policy  by  not  supporting  the  Dutch  any 
longer  and  aimed  at  getting  the  Papua  New 
Guineans  to  look  south  to  Australia  and  east 
to  the  Pacific  rather  than  to  West  New 
Guinea.  Australian  members  of  the  delega- 
tion also  'watched'  the  Papua  New  Guinean 
delegation  and  said  that  they  must  not  en- 

" Hastings,  Problems  and  Prospects,  .205. 


PNG'S  HISTORY 


381 


courage  Irianese  to  believe  that  there  was 
any  future  in  a  one  island  state.  Papua  New 
Guinean  delegations  were  resentful  of  the 
changed  Auistralian  attitude.'^ 

Indonesia's  struggle  to  recover  West 
Irian  from  the  Dutch  had  resulted  in  some 
fears  in  Australia  and  Papua  New  Guinea 
that  Indonesia  would  also  invade  PNG.  The 
geographical  location  of  PNG  has  made  this 
country  strategically  important  to  the  Aus- 
tralian government  and  defence  planners  as 
a  result  of  Australia's  fears  of  the  domino 
theory  of  communist  expansion  southwards, 
coupled  with  the  "threat"  from  Indonesia. 
Based  on  Australia's  imagination  of  threats 
from  the  north,  during  the  1960s  Australia 
built  up  Army,  Air  and  Navy  units  in  PNG, 
an  expansion  of  command  headquarters, 
and  the  provision  of  logistic  and  training 
units.  AustraUan  fears  of  a  possible  Indo- 
nesian invasion  of  Papua  New  Guinea 
caused  the  former  to  spend  $60  millions  to 
defend  PNG,  particularly  to  build  up 
airstrips,  wharves  and  other  infrastructure  in 
the  border  areas.  The  anxieties  of  the  ex- 
patriate population  of  Papua  New  Guinea 
had  led  them,  to  urging  the  Australian 
government  to  support  Dutch  position,  then 
to  making  propaganda  to  gain  support  for  a 
Melanesian  Federation,  and  later  to  propos- 
ing that  PNG  become  a  seventh  state  of 
Australia.  Indigenous  Papua  New  Guineans 
also  expressed  their  concern  over  the  fate  of 
West  New  Guinea  and  their  territory's 
future.'^ 

'^Ibid.,  205-206. 

'^Ryan,  Hoi  Land  Focus,  259;  see  also  R.J.  May, 
"Living  with  A  Lion:  Public  Attitudes  and  Private  Feel- 
ings," in  R.J.  May,  ed.,  The  Indonesia-Papua  New 
Guinea  Border:  Irianese  Nationalism  and  Small  Slate 
Diplomacy  (Canberra:  Department  of  Political  and 
Social  Change,  Research  School  of  Pacific  Studies, 
Australian  National  University,  1979),  81-82. 


The  year  1962,  however,  marked  the 
starting  point  of  modern  political  develop- 
ment in  PNG.  The  transfer  of  sovereignty 
over  West  Irian  from  the  Dutch  to  the 
United  Nations'  Temporary  Executive 
Authority  (UNtEA)  in  October  1962, 
followed  by  the  transfer  of  administration 
from  UNTEA  to  Indonesia  in  May  1963, 
was  a  blessing  in  disguise  for  PNG.  The 
West  New  Guinea  (West  Irian)  dispute  was  a 
catalyst  in  the  emergence  of  Papua  New  Gui- 
nean nationalism  in  the  1960s.  Indonesia's 
reunification  with  West  Irian  frightened  the 
Australian  colonial  administration  and 
caused  them  to  further  consider  the  territory 
of  Papua  and  New  Guinea.  In  addition,  the 
report  of  the  UN  visiting  mission  of  1962 
headed  by  Sir  Hugh  Foot  (the  Foot  Report) 
criticised  the  paternalistic  approach  of  Aus- 
tralian government  policies  in  PNG,  and 
pointed  out  especially  to  the  urgent  require- 
ments of  education,  political  development 
and  representative  government.  Based  on  the 
UN  report,  the  Australian  administration 
held  general  elections  in  PNG  in  1964  for  the 
first  House  of  Assembly,  and  established  the 
University  of  Papua  New  Guinea  in  1966.^'* 

Between  1967  and  1969  the  Australian 
government  prepared  the  road  for  PNG's  in- 
dependence. Despite  some  pressure  to  the 
contrary,  it  was  made  clear  that  there  was  no 
intention  to  make  the  territory  part  of  Aus- 
tralia, or  to  form  a  constitutional  association 
with  Australia.  The  Australian  attitude  was 
shown  by  the  statement  of  the  then  Minister 
for  Territories,  Charles  E.  Barnes,  in  April 
1967  who  put  aside  the  possibility  of  PNG  to 

'"•james  Griffin,  "Movements  for  Separation  and 
Independence,"  in  Anthony  Cluinies  Ross  and  John 
Langmore,  eds.,  Alternative  Strategy  for  Papua  New 
Guinea  (Melbourne:  Oxford  University  Press,  1973), 
13-14;  see  also  Hastings,  Problems  and  Prospects,  131- 
135. 
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become  Australia's  seventh  state. This 
position  was  strengthened  by  the  statement 
of  Prime  Minister  John  Gorton  in  the  televi- 
sion interview  on  6  June  1969,  when  he  said: 

No,  I  don't  see  Papua-New  Guinea  becoming  an 
eighth  (sic!)  state . . .  We  do  not  see  this  as  a  possibili- 
ty .. .  We  see  the  future  of  Papua  and  New  Guinea  as 
an  independent,  self-governing  state  in  its  own  right 
and  we  are  seeking  to  develop  it  towards  that  end.'* 

The  House  of  Assembly,  established  in 
1964  with  54  members,  was  extended  in  1968 
to  include  84  members,  and  in  1972,  pur- 
suant to  the  recommendation  of  the  Select 
Committee  on  Constitutional  Development, 
it  was  extended  again  to  102  members. 

Political  change  in  PNG  was  speeded  up 
by  the  visit  of  the  Opposition  leader,  Gough 
Whitlam,  to  the  territory  in  December  1969. 
Whitlam  proposed  a  radical  plan  ^'fdr  a 
political  change  in  PNG.  He  proposed  that 
PNG  should  have  full  internal  self-govern- 
ment if  Labour  came  to  power  in  the  next 
general  election  in  Australia  in  1972  and  that 
independence  should  follow  during  its  first 
term  of  office.  His  proposal  was  probably 
based  on  the  belief  that  the  decolonisation 
process  in  PNG  should  be  terminated  by  the 
mid-1970s,  otherwise  PNG  would  become  a 
political  burden  to  Australia.  In  other 
words,  Australia  did  not  want  to  be  seen  as  a 
colonial  power  in  the  South  Pacific  when  the 
rapid  decolonisation  process  was  underway 


'^Michael  Thomas  Somare,  Sana,  An  Autobio- 
graphy of  Michael  Somare  (Port  Moresby:  Niugini 
Press,  1975),  48. 

'^Hastings,  Problems  and  Prospects.  240. 

'"'Robert  S.  Parker,  Papua  New  Guinea  as  an 
Emergent  State  (Wellington:  New  Zealand  Institute  of 
International  Affairs,  1972),  3. 

'^Ibid.,  see  also  Griffin,  "Movements,"  17  and 
Woolford,,  Initiation  and  Independence,  69. 


in  Asia  and  Africa.  In  addition,  a  delay  in 
giving  PNG  independence  would  cause  the 
break  up  of  the  country.'^ 

Whitlam's  position  was  similar  to  that 
exposed  by  Michael  Somare  and  his  party, 
Pangu  Pad  (Pidgin  for  Papua  and  New 
Guineai  United  Party).  During  the  debate  in 
the  Select  Committee  for  Constitutional 
Development  of  the  House  of  Assembly, 
Somare  argued  that  PNG  should  gain  self- 
government  as  soon  as  possible  and  in- 
dependence would  follow  four  years  after 
that.  The  Pangu  Pad's  platform  said  that 
"it  believes  in  'home  rule'  leading  to 
'ultimate  independence'.  Pidgin  as  'the  prin- 
cipal common  language',  localisation  of  the 
public  service,  a  road  from  New  Guinea  to 
Papua,  participation  in  all  economic 
development  schemes  and  above  all,  'one 
name,  one  country,  one  people" '.^° 

Both  Europeans  and  indigenous  conser- 
vative members  of  the  House,  however,  did 
not  like  those  radical  approaches.  European 
were  probably  afraid  that  their  domination 
in  the  economy  and  administration  would 
come  to  an  end  if  PNG  gained  its  indepen- 
dence. They  had  a  vested  interest  in  con- 
tinued Australian  rule.  The  indigenous  con- 
servatives, on  the  other  hand,  were  afraid 
that  Pangu  would  dominate  the  govern- 
ment because  Pangu  had  native  members, 
notably  Michael  Somare  and  Niwia  Ebia 
Olewale,  who  had  superior  skills  in  the 
House  and  were  capable  of  handling  both 
party  and  parliamentary  affairs.  Apart  from 
that,  there  was  a  cohesion  among  the  white 
and  black  members  of  the  Pangu  Pafi.  ^' 

"Parker,  Emergent  State,  3. 

^"Hastings,  Problems  and  Prospects,  129. 

^'Ibid.,  145-146;  see  also  Woolford,  Initiation  and 
Independence,  117-118. 
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The  majority  of  Papua  New  Guineans, 
especially  in  the  mainland,  were  also  against 
the  idea  of  rapid  political  change  towards 
self-government.  This  attitude  was  most  ob- 
vious in  the  Highland.  Some  Highlanders 
were  of  the  opinion  that  self-government 
was  a  matter  for  their  children  to  decide  and 
the  country  needed  fifty  to  hundred  years 
before  it  was  ready  for  independence.  They 
also  warned  that  early  self-government 
might  force  the  region  to  break  away.  There 
was  also  substantial  opposition  to  self- 
government  in  many  non-Highland  areas 
such  as  Vanimo,  Popondetta  and  Woitape. 
The  people  of  these  three  regions  did  not 
want  to  be  ruled  by  coastal  Papuans.  It  is 
worthwhile  to  note  that  even  the  coastal  Pa- 
puans themselves  were  ambivalent  about  the 
political  change.  Some  believed  that  Pa- 
puans were  capable  of  running  their  own 
country,  but  that  it  was  first  and  foremost 
important  to  sort  out  their  relations  with 
New  Guinea  and  Australia.  It  seems  that 
coastal  Papuans  were  also  afraid  that  New 
Guinean  leaders  would  dominate  the  coun- 
try. The  only  areas  where  the  population 
unequivocally  supported  self-government 
were  in  coastal  New  Guinea. 

Apart  from  that,  the  country  was 
hopelessly  split  on  some  important  issues 
such  as  whether  the  political  system  should 
be  federal  or  unitary  adopt  a  Westminster  or 
a  Presidential  system  and  on  the  new  name 
for  the  country.  Many  Papua  New  Guinean 
political  leaders  thought  that  the  only  way  to 
satisfy  regional  aspirations  was  to  allow 
substantial  regional  autonomy.  A  roughly 
equal  number,  however,  argued  that  a 
federal  system  would  be  an  open  invitation 
to  regions  to  break  away  completely  and  that 


^^Ibid.,  94-95. 


only  a  strong  government  control  could  pro- 
vide the  necessary  cohesion.  In  addition,  the 
supporters  of  a  unitary  system  were  of  the 
opinion  that  indigenous  leaders  lacked  the 
experience  to  run  the  more  complicated 
federal  system. 

The  issue  of  the  form  of  government  was 
still  alive  when  PNG  gained  its  independence 
in  1975.  There  was  no  section  on  provincial 
government  in  the  PNG  Constitution  of 
1975.  A  proposed  section  deahng  with  the 
issue  was  withdrawn  because  of  the  an- 
ticipated cost  of  provincial  government  and 
also  due  to  the  delay  in  drafting  the  Organic 
Law  on  Provincial  Government.  Strong 
pressure  from  some  provinces  during  1975 
and  1976  resulted  in  the  government  reintro- 
ducing Constitutional  provisions  for  decen- 
tralised provincial  governments.  Ironically, 
the  idea  of  giving  autonomy  to  the  regions 
was  the  only  way  to  prevent  secessionist 
movements  in  some  parts  of  the  country  dur- 
ing 1972  to  1975,  such  as  in  the  Papuan  area, 
in  Bougainville  and  in  the  Gazelle  Islands, 
especially  in  the  East  New  Britain.^'* 

The  most  powerful  secessionist  move- 
ment was  in  Bougainville  (and  presently 
Bougainville  is  still  a  problem  for  the  PNG 
national  government).  In  order  to  neutralise 
Bougaunvillian  secession  sentiments,  the 
then  Chief  Minister,  Michael  Somare,  ap- 
pointed three  of  the  district's  four  members 


"Ibid.,  96. 

^"•Discussions  on  Secessionist  movements  have  been 
written  by  Josephine  Abaijah,  "The  Suppression  of  Pa- 
puan Independence,"  World  Review  15,  no.  1  (n.d.): 
13-19;  idem,  "Papua's  Colonial  Experience  with 
Australia  and  New  Guinea,"  paper  delivered  at  the 
ANU  New  Guinea  Research  Unit,  2  April  1975;  James 
Griffin,  "Secessionist  Movements  and  Their  Future  in 
Papua  New  Guinea,"  World  Review  15,  no.  1  (Special 
Issue):  20-28;  idem,  "Movements,"  100-120. 


384 


THE  INDONESIAN  QUARTERLY,  XIX/4 


of  the  House  of  Assembly  to  high  govern- 
ment posts  -  Paul  Lapun  as  Minister  for 
Mines,  Donatus  Mola  as  Minister  for 
Business  Development,  and  Father  John 
Momis  as  Deputy  (to  Somare)  Chairman  of 
the  constitution  Planning  Committee. 
Somare' s  decision  had  been  successful  in 
reducing  the  secession  sentiments  in 
Bougainville  for  a  while. During  1975  to 
1976,  however,  leaders  of  the  group  styling 
itself  the  'Independent  Republic  of  North 
Solomons'  on  Bougainville  island  threatened 
to  secede  from  PNG  because  this  territory  is 
capable  of  becoming  a  separate  independent 
country.  They  made  a  unilateral  declaration 
for  the  independence  of  Bougainville  on  1 
September  1975.  After  some  months  of 
negotiations,  Bougainville  was  granted  pro- 
vincial government  status  and  became  self- 
governing  in  July  1976.  In  1977  Prime 
Minister  Michael  Somare  agreed  to  the  prin- 
ciple of  decentralisation  on  the  national,  re- 
gional and  local  levels.  He  also  appointed 
Father  John  Momis  as  Minister  for  Decen- 
tralisation Affairs. In  February  1977,  the 
PNG  National  Parliament  enacted  theOr- 
ganic  Law  on  Provincial  Government.  This 
organic  law  replaced  an  earlier  Act  entitled 
Provincial  Government  (Preparatory  Ar- 
rangements) Act  1974  under  which  several 
of  the  Provinces  had  established  their  In- 
terim Provincial  Governments.  Never- 
theless, as  pointed  out  in  the  PNG  Constitu- 
tion, the  central  government  is  still  more 
powerful  in  PNG.^'^  By  the  end  of  1977,  9 


^'Douglas  Oliver,  Bougainville:  A  Personal  History 
(Carlton:  Melbourne  University  Press,  1973),  210-212. 

'^^  Asia  1977  Yearbook,  Far  Eastern  Economic 
Review  (PEER),  268. 

"Angoea  Tadabe,  "The  Constitution  and  Provin- 
cial Governments,"  in  Ross  Dc  Vcre,  Duncan 
Colquhon-Kerr  and  John  Kaburisc,  eds..  Essays  on  the 


from  20  provinces  had  established  their  pro- 
vincial governments  and  by  1978  all  20  pro- 
vinces had  been  granted  provincial  govern- 
ment status. 

Somare' s  decision  to  provide  semi- 
autonomy  to  the  provinces  was  not  without 
risk.  On  the  one  hand,  Somare  was  of  the 
opinion  that  decentralisation  programme 
was  the  only  way  to  prevent  separatism,  to 
maintain  national  integration,  and  to  gi^'e 
the  chance  for  the  people  to  participate  in 
the  decision- making  process.  On  the  other 
hand,  however,  some  PNG  observers  were  of 
the  opinion  that  the  provision  of  broad  auto- 
nomy to  the  provinces  was  indeed  would 
complicate  PNG  government  efforts  to 
achieve  national  integration.^^ 

Some  indigenous  leaders  in  the  House 
also  prefer  the  presidential  system  because 
collective  and  individual  understanding  of 
national  politics,  government  and  the  tradi- 
tional forms  of  Westminster  was  generally 
and  understandably  low.  It  is  worth  noting 
that  as  the  result  of  the  general  election  in 
1964,  of  the  54  seats  in  the  unicameral  House 
of  Representatives,  38  were  occupied  by  in- 
digenous persons  of  whom  some  two-thirds 
could  not  read  or  write  and  one  half  could 
not  understand  English. With  the 
Presidential  system?-  the  President  could 


Constilulion  of  Papua  New  Guinea  (Port  Moresby: 
Tenth  Independence  Anniversary  Advisory  Committee. 
1985),  87-98;  see  also  William  Tordoff,  "Provincial 
Government  in  Papua  New  Guinea,  1974-1982,"  in 
Peter  King,  Wendy  Lee  and  Vincent  Warakai,  From 
Rhetoric  lo  Reality?  Papua  New  Guinea's  Eight  Point 
Plan  and  National  Goals  After  a  Decade  (Waigani: 
University  of  Papua  New  Guinea  Press,  1985),  chap.  26. 

^^Asia  1978  Yearbook,  PEER.  283. 

"Ralph  R.  Premdas,  "Papua  New  Guinea:  Internal 
Problems  of  Rapid  Political  Change,"  Asian  Survey 
XV,  no.  12  (December  1975):  1067. 
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choose  capable  persons  as  his  ministers  both 
from  inside  and  outside  the  parliament.  The 
government  would  also  be  more  stable  in  a 
Presidential  system  rather  than  in  a  West- 
minster system  of  parliamentary  democracy 
because  the  former  system  did  riot  allow  the 
vote  of  no  confidence  towards  the  govern- 
ment as  in  the  latter  system.  The  President 
can  only  be  toppled  by  absolute  two-third 
majority  in  the  parliament.-'^ 

In  order  to  prepare  for  a  rapid  political 
change  towards  self-government,  the  colo- 
nial administration  held  a  general  election  in 
PNG  in  1972.  The  result  of  this  general  elec- 
tion was:  Pangu  Pati  won  26  seats  in 
Parliament;  United  Party,  42;  People's  Pro- 
gress Party,  15;  National  Party,  8;  Country 
Party,  3;  Mataungan  Association,  3;  Papua 
Besena,  1  and  Independent  Group,  4.-"  The 
result  of  that  general  election  showed  that 
the  United  Party,  an  anti  self-government 
party,  won  the  most  numerous  seats  in 
parliament.  Somare,  however,  was  suc- 
cessful in  establishing  a  loose  National 
Coalition  comprising  Pangu  Pati,  National 
Party,  People's  Progress  Party  and  Indepen- 
dent Group.  It  meant  that  the  supporters  of 
self-government  were  in  the  majority  in  the 
House  of  Assembly,  which  is  known  as  Na- 
tional Parliament  after  independence. 
Somare  became  Chief  Minister  who  was  sup- 
ported by  other  16  ministers  from  the  coali- 
tion,^^ 

Preparation  for  the  self-government  was 
speeded  up  after  Whitlam  won  the  election 
in  Australia  in  1972.  The  national  coalition 

^"Hastings,  Problems  and  Prospects,  149-156. 

^'Ralph  R.  Premdas,  "Papua  New  Guinea  in  1977: 
Elections  and  Relations  with  Indonesia,"  Asian 
Survey  XVIII.  no.  I  (January  1978):  61. 

^^omare.  An  Autobiography,  93  and  101. 


under  Somare  gained  an  approval  from 
Australia  to  determine  that  I  December  1973 
was  the  right  date  for  Papua  New  Guinean 
self-government.  It  meant  that  the  sup- 
porters of  a  radical  political  change  in  PNG 
won  their  struggle  against  the  supporters  of 
gradual  political  change.  Although  PNG  had 
its  self-government,  policies  on  defence  and 
foreign  affairs  were  still  the  responsibility  of 
the  Australian  government.  • 

On  the  advice  of  the  Australian  govern- 
ment, PNG  made  some  preparations  for 
independence.  Australian  dollar  was  re- 
placed by  the  PNG  national  currency,  Ki- 
na,  the  PNG  Constitution  was  approved 
on  15  September  1975.  The  finishing  touches 
were  also  put  to  the  government's  tools  such 
as  National  Executive  Council,  National 
Parliament  and  Supreme  Court.  Almost  all 
models  of  Australian  political  structure  were 
inherited  by  PNG  such  as  the  legislature, 
executive,  judiciary,  political  parties  and  in- 
terest groups,  elections  and  political  culture. 
In  this  context,  political  structure  refers  to 
the  patterns  of  political  interaction  which  are 
related    to    collective   public  decision- 
making.^^ Australia  also  left  a  legacy  of  a 
desentralised  form  of  government  with  semi- 
autonomy  to  the  provincial  governments,^'* 
Australian  model  of  civil-military  relations, 
by  which  the  military  was  put  under  supre- 
macy of  the  civilian  government  and  the 
total  number  of  military  personnels  was 
limited  as  small  as  possible  to  prevent  any 
future  military  coup  towards  the  civilian  go- 
vernment.^^ Even  the  future  of  PNG  foreign 
policy  was  prepared  during  the  transition 


^^rerndas,  "PNG's  Internal  Problems,"  1064- 
1065. 

^"Tordoff,  "Provincial  Government,"  chap.  26. 
"Hastings,  Problems  and  Prospects,  157-158. 
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period  from  self-government  to  inde- 
pendence, including  PNG's  foreign  policy 
towards  Indonesia,  that  is  to  maintain  good 
neighbourly  relations  with  its  giant  neigh- 
bour.^^ 

Political  System  in  PNG 

Like  any  metropolitan  power  who  gave 
independence  to  its  former  colonies  by 
peaceful  means,  Australia  also  bequeathed 
its  own  political  system  to  a  colony  of 
radically  different  racial  and  cultural  com- 
position.^^ Australia  left  a  legacy  of  a 
modified  Westminster  system  of  parliamen- 
tary democracy  with  only  a  House  of 
Representative  and  without  an  Upper  House 
(Senate).  The  reason  behind  this  idea  was 
probably  based  on  the  fact  that  Australia' 
had  been  familiar  with  the  Westrriinster  sys- 
tem. Unfortunately,  however,  Papua  New 
Guineans  have  a  different  kind  of  political 
culture  compared  to  the  Australians  and 
Australia  had  also  not  properly  prepared  the 
Papua  New  Guineans  with  this  system.  In 
point  of  fact,  Australia  prepared  PNG  for 
independence  in  only  a  decade,  from  1964 
(introduction  of  the  first  House  of  Assembly 
where  the  dominant  power  in  the  decision 
making  process  was  still  in  the  hands  of 
Europeans)  to  1975.  Because  of  the  lack  of 
preparations,  lack  of  understanding  and  also 
due  to  the  different  political  culture, 
political  practices  of  parliamentary 
democracy  in  PNG  is  quite  different  from 


^^Griffin,  "Movements,"  13-14. 

^''An  excellent  account  on  socio-political  structures 
of  the  PNG  societies  have  been  done  by  Ronald  M. 
Bernt  and  Peter  Lawrence,  Politics  in  New  Guinea 
Traditional  and  in  the  Context  of  Change  Some  Anthro- 
pological Perspective  i(NedIands:  University  of  Western 
Australia  Press,  1971). 


those  in  Australia. 

In  fact,  parliamentary  democracy  is  not 
taking  root  in  PNG.  In  other  words,  parlia- 
mentary democracy  with  a  multi-party 
system  is  alien  to  Papua  New  Guineans.  The 
political  culture  of  Melanesian  societies,  in- 
cluding those  in  PNG,  brings  out  loyalty  to 
the  clan  first  rather  than  to  the  party.  Party 
system  is  a  new  phenomenon  in  PNG 
societies-'^  while  the  system  of  danism  or 
Wantokism  (Wantok  literally  means  "one 
talk"  or  one  language)  had  taken  root  before 
foreigners  came  to  PNG.  Loyalty  of  the  peo- 
ple were  usually  focussed  towards  several 
"Big  men"  in  the  village  which  emerged  as 
"temporary  leaders  who  acquired  their 
status  through  the  display  of  a  particular 
skill  such  as  bargaining  or  military  pro- 
wess." The  decision-making  process  were 
carried  out  by  these  "big-men"  through  con- 
sensus or  conflict.-'^  These  "Big  men"  may 
lose  their  status  over  time  and  usually  cannot 
bequeath  their  status  to  their  children. 

The  weakness  of  the  party  system  can  be 
seen  from  the  trends  in  the  PNG  national 
elections  from  1964  to  1987.'*^  During  the 

38The  earliest  parties  in  the  1950s  were  abortivfe, 
European-led  organisations  which  quickly  faded.  The 
first  indigenous-led  party  was  the  New  Guinea  United 
National  Party  formed  in  1965  principally  by  Mr.  Oala- 
Oala  Rarua  with  full  panoply  of  constitution  and  party 
platform.  The  party  never  even  got  off  the  gtound. 
There  was  little  indigeneous  support  for  it  and  Euro- 
pean reaction  both  inside  and  outside  the  House  was 
unrelentingly  hostile.  The  party  folded  through  lack  of 
support.  See  Hastings,  Problems  and  Prospects,  126. 
See  also  Woolford,  Initiation  and  Independence,  chap. 
7  and  David  Stephen,  A  History  of  Political  Parties  in 
Papua  New  Guinea  (Melbourne:  Lansdown  Press, 
1972). 

.  3'Premdas,  "PNG's  Internal  Problems,"  1064- 
1065. 

''°Since  1964,  PNG  has  undertaken  six  general  elec- 
tions, three  of  them  before  PNG  gained  its  inde- 
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transition  period  from  1964  to  1972,  can- 
didates contested  in  the  general  elections  for 
a  variety  of  reasons,  among  other  things: 
"becaus^  they  were  'big  men"  in  their  own 
area:  they  promised  the  sky  in  traditional 
cargo  terms  and  had  cargo  cult  organisations 
behind  them;  they  had  linguistic  ties  and  kin- 
ship claims,  intense  prestige  rivalry;  they 
were  popular  with  Europeans  in  the  area  or 
in  a  great  number  of  instances,  the  kiaps 
(Australian  patrol  officer  in  the  area)  were 
accommodating  in  telling  people  for  whom 
they  should  vote".'*^  With  regard  to  those 
reasons,  politicians  were  elected  in  the 
general  elections  probably  because  they  were 
individually  attractive  or  prestigious  in  their 
electorates  and  not  because  they  belonged  to 
a  particular  party.  It  is  not  surprising  that  in 
the  1972  elections,  as  in  the  previous  ones, 
candidates  in  some  electorates  cheerfully 
claimed  membership  of  several  parties  and 
many  candidates  actually  belonged  to  no 
party.'*^ 

Those  trends  continued  in  the  post- 
independence  general  elections.  Since  the 
1977  general  elections,  however,  the  socio- 
economic characteristics  of  candidates  dif- 
fered somewhat  from  those  of  the  previous 
elections.  David  Hegarty  wrote  in  1982  that: 

In  part  these  differences  reflect  the  social  differen- 
tiation occurring  in  PNG.  These  elections  saw  the 
demise  of  the  older-style  "big-men"  and  the  rise  of 
the  "new  men"  drawn  from  the  rural  and  urban 
elites.  The  bulk  of  candidates  tended  to  be  "busi- 
nessmen" of  some  sort,  or  to  have  had  a  corporation 
or  salaried  income  as  a  base  (some,  in  fact,  had  all 


pendence  (national  elections  for  the  House  of  Assembly 
in  1964,  1968  and  1972,  and  for  the  national  parliament 
in  1977,  1982  and  1987). 

■•'Hastings,  Problems  and  Prospects,  136. 

"^Ibid.,  131  and  243-244;  see  also  Woolford,  Initia- 
tion and  Independence,\  123. 


three).  As  well  general  education  levels  among  the 
candidates  were  higher  than  in  the  past.'*^ 

However,  socio-economic  change  in  PNG 
since  independence  did  not  change  the 
political  practice  in  this  country,  especially 
in  the  general  elections.  For  example,  many 
of  the  old  and  familiar  reasons  for  candidate 
participation  persisted,  such  as,  "a  quest  for 
individual  prestige,  the  desire  of  a  clan  to 
vote  for  its  own  kin  and  simultaneously  deny 
votes  to  rival  clans,  and  the  view  that  suc- 
cessful candidacy  may  bring  development  to 
an  area"."*^  Candidates'  prospect  to  win  in 
the  general  elections  depends  on  their  ethnic 
identity,  reputation  and  wealth  and  not  on 
their  affiliation  or  association  with  one  of 
the  political  parties.  However,  it  is  a  com- 
mon practice  that  so  many  independent  can- 
didates h''ve  affiliation  with  big  political 
parties.  They  did  so  because  parties  had  bet- 
ter resources  and  were  well  organised  to  win 
votes  and  not  because  they  had  similar 
ideology  with  the  parties  since  there  was  no 
ideology  in  Papua  New  Guinean  political 
parties.  The  weaknesses  of  political  parties 
in  PNG  resulted  in  independent  candidates 
continuing  to  compete  in  large  numbers  in 
PNG  general  elections.  During  the  first  1964 
elections,  the  nearly  300  candidates  who  ran 
for  seats  in  the  House  of  Assembly  did  so  as 
individuals.''^  It  is  amazing  that  in  the  1987 
general  elections,  two  out  of  every  three  of 


"'David  Hegarty,  "The  1977  National  Elections  in 
Papua  New  Guinea:  An  Overview,"  in  David  Hegarty, 
ed..  Electoral  Politics  in  Papua  New  Guinea:  Studies 
on  the  1977  National  Elections  (Waigani:  University  of 
Papua  New  Guinea  Press,  1983),  5. 

■•"Ralph  R.  Premdas  and  Jeffrey  S.  Steeves,  "Na- 
tional Elections  in  Papua  New  Guinea:  The  Return  of 
Pangu  to  Power,"  Asian  Survey  XXIII,  no.  8  (August 
1983):  992. 

■"Premdas,  "PNG's  Internal  Problems,"  1068. 
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the  1513  candidates  did  so  as  independent 
candidates  without  any  party  support.  They 
won  41  per  cent  of  the  votes  and  secured  23 
seats,  just  the  second  position  after  the 
Pangu  Pad  which  secured  26  seats/^  It 
means  that  political  parties  are  not  signifi- 
cant in  Papua  New  Guinea  politics,  and  em- 
phasise once  more  the  nature  of  PNG's  elec- 
tions as  "essentially  constituency  level  con- 
tests among  local  favourite  sons  (hardly  any 
daughters  as  yet)".'^^  In  fact,  political  parties 
operating  in  PNG  are  essentially  electoral 
parties  and  not  mass  parties."^^  They  tend  to 
come  alive  just  before  elections  and  dwindle 
into  popular  insignificance  after  the  elec- 
tions. 

The  irrelevance  of  political  parties  in 
PNG  can  also  be  seen  from  the  parties'  poli- 
tical campaigns  during  the  general  elections. 
Until  now  electorates  are  still  more  attracted' 
by  micro  or  local  issues  rather  than  national 
issues.  A  national  identity  is  still  to  emerge 
welding  most  Papua  New  Guineans  to  a 
common  set  of  political  symbols.  People's 
loyalty  remains  parochial,  very  much  village 
and  clan  based,  and  at  best  only  partially 
provincially  projected.  During  the  transition 
period,  the  important  issues  in  general  elec- 
tions were  always  focussed  on  building  of 
roads,  schools,  bridges  in  the  electorate  and 
maintaining  of  traditional  leadership  and 
not  on  national  self-government  or  inde- 


'^Yaw  Saffu,  "Political  Chronicle:  Papua  New 
Guinea,"  The  Australian  Journal  of  Politics  and 
History  34,  no.  2  (1988):  254-256. 

-♦^Ibid. 

'•^Electoral  parties  are  political  parties  who  only  ac- 
tive during  the  general  elections  in  order  to  get  votes 
from  the  masses,  while  mass  parties  are  parties  who  are 
not  only  active  in  the  general  elections  but  also  active  in 
helping  masses  in  their  electorates  in  .low  political 
period. 


pendence,'*^  At  the  last  general  election, 
1987,  local  or  regional  issues  were  still  very 
strong.  Although  a  few  old  parties  such  as 
Pangu  Pati  and  People's  Progress  Party 
brought  out  election  manifestos  based  on  na- 
tional issues,  many  political  parties  still 
focussed  their  campaign  on  local  issues.  For 
example,  the  then  Prime  Minister's  Wingti's 
People's  Democratic  Movement  (PDM)  elec- 
tion message  in  the  Highlands  was  'Keep  a 
Highlander  in  the  Prime  Minister's  seat',  be- 
cause Paias  Wingti  was  the  first  Highlander 
who  became  Prime  Minister  of  PNG.  Ted 
Diro's  People's  Action  Party  (PAP)  cam- 
paign was  also  regionalist  in  its  appeal. 
Although  at  the  head  of  its  declarations  was 
its  stated  commitment  to  'a  strong,  united 
PNG',  the  overwhelming  pitch  for  PAP  was 
its  regionalist  stance:  "The  only  way  to 
achieve  development  in  Papua  is  to  be 
represented  by  a  single  and  united  force  in 
parliament'  }^  Fr.  John  Momis,  the  leader  of 
Melanesian  Alliance  (MA)  also  campaigned 
on  regional  issues,  that  is  'Bougainville  Ini- 
tiative', demanding  that  3  per  cent  of  the 
profits  from  Bougainville  Copper  Ltd.  be 
given  to  the  Provincial  government  on  be- 
half of  the  people. It  is  possible  that  Father 
Momis'  campaign  in  Bougainville  during  the 
1987  general  election  had  become  one  of  the 
factors  which  have  reinspired  the  present 
seccessionist  movement  in  the  North  Solo- 
mon province  (Bougainville). 

The  weakness  of  the  PNG  parliamentary 
politics  can  also  be  seen  from  the  frequency 
of  party  members  and  independents  who 
cross  the  floor  in  national  parliament  from 
one  coahtion  to  another,  shifting  factional 

""Hastings,  Problems  and  Prospects,  244. 

'°Post-Courier,    9  April  1987. 

5'Saffu,  "Political  Chronicle  1988,"  253-254. 
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alignments  and  unstable  coalitions.  In  other 
words,  there  is  still  little  discipline  among 
PNG  members  of  parliament.  A  PNG  poli- 
tical observer,  Prof.  Yaw  Saffu,  believes 
that  PNG  politicians  were  among  the  most 
pragmatic  in  the  world.  They  were  very  con- 
sistent with  their  "free-lancing  beliefs  and 
free-wheeling  style"  .^^  The  loyalty  of  party 
members  to  their  own  party  in  parliament  is 
usually  weak.  Sometimes  members  of  one 
party  did  not  support  the  party's  policy  but 
they  supported  an  other  party's  policy.  It  is 
not  surprising  that  members  of  one  party, 
such  as  in  the  case  of  the  United  Party  (UP), 
were  divided  into  two  groups,  one  in  the 
government  side  and  the  other  in  the  opposi- 
tion side.^^  It  means  that  some  party 
members  in  parliament  are  still  lacking  in 
discipline.  It  is  also  a  common  practice  that 
some  members  of  parliament  resign  or  be 
sacked  from  their  party  and  formed  a  new 
party.  For  example,  some  members  of  UP 
resigned  from  this  party  and  established  a 
new  political  party,  that  is  National  Party 
(amalgam  between  old  National  Party  and  a 
faction  of  the  UP  under  lambakey  Okuk  who 
left  the  party  in  1978).^'*  Other  factions  in 
the  UF  also  split  apart  into  the  Rafael  Doa 
and  Roy  Evara  factions  with  about  6  or  7 
members  of  parliament  respectively.  Later 
on  Roy  Evara  formed  his  own  party,  Wan- 
tok  Party.^^  Pangu  Pati  has  also  expe- 
rienced with  this  kind  of  practices  when 
some  of  its  members  resigned  and  esta- 
blished The  League  for  National  Advance- 
ment (LNA)  under  Tony  Siaguru,  and  an 

"Ibid.,  257. 

^^The  United  Party  was  popular  in  PNG  as  Disu- 
mited  Party,  see  ibid.,  251. 

"Premdas  and  Steeves,  "National  Elections,"  1000. 

"ibid.,  see  also  Saffu,  "Political  Chronicle  1988," 
252. 


Other  group  also  resigned  and  established  the 
People's  Democratic  Movement  (PDM) 
under  the  leadership  of  Paias  Wingti  follow- 
ing the  bitter  rivalry  between  Tony  Siaguru 
and  Wingti  during  1984/85.^^  Eventually, 
the  PDM  also  experienced  an  exodus  of  its 
members  when  Gabriel  Ramoi  brought  his 
followers  and  formed  a  new  Social 
Democratic  Party  in  1988.^'' 

The  number  of  political  parties  in  PNG 
with  no  single  party  dominant  have  become 
one  of  the  factors  which  have  generated 
some  difficulties  in  establishing  a  strong  and 
stable  government  in  PNG.  This  situation 
became  worse  by  the  fact  that  so  many 
members  of  national  parliament  were  actual- 
ly independents.  Until  now  general  elections 
in  PNG  have  not  yet  become  an  arena  to 
form  a  new  government  which  will  have  an 
ideology  different  from  the  previous  one, 
since  there  is  no  ideology  in  PNG's  political 
parties.  The  party  system  in  PNG  is  quite  dif- 
ferent from,  for  example,  that  in  Australia 
where  it  has  a  two-party  system  dominant 
with  different  ideologies,  that  is  between  the 
Labour  Party  and  coalition  of  conservative 
Liberal-National  Parties.  General  elections 
in  PNG  have  only  been  an  arena  to  replace 
old  members  who  were  not  popular  in  their 
electorates  with  new  members.  Until  now, 
the  chance  of  the  old  members  to  keep  their 
seats  in  parliament  is  only  50  per  cent.  It  is 
also  questionable  whether  members  of 
parliament  (MPs)  actually  represent  their 


^*See  for  example,  Ikrar  Nusa  Bhakti, "  Naiknya 
fVing/i  dan  Prospek  Hubungan  RI-PNG  (The  Rise  of 
Wingti  and  the  Prospect  of  Indonesia-PNG  Rela- 
tions)," Sinar  Harapan  (Jakarta,  Indonesia),  30 
December  1985. 

"Yaw  Saffu,  "Political  Chronicle:  Papua  New 
Guinea,"  The  Australian  Journal  of  Politics  and 
History  35,  no.  2  (1989):  280. 
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electorates  since  from  one  election  to 
another  the  majority  of  MPs  acquired  less 
than  40  per  cent  of  votes  and  even  some  of 
them  only  acquired  less  than  20  per  cent  of 

CO 

votes. 

Even  though  there  are  still  some 
weaknesses  as  mentioned  earlier,  the 
political  system  in  PNG,  inherited  from  the 
former  colonial  master,  is  still  alive  and  well 
with  only  four  Prime  Ministers  (Michael 
Somare,  Julius  Chan,  Paias  Wingti  and  Rab- 
ble Namaliu)  since  independence  in  1975, 
and  compares  more  than  favourably  with 
other  democracies  in  some  Third  World 
countries  in  Asia  and  Africa.  That  three 
Prime  Ministers  have  stood  down  after  suc- 
cessful votes  of  no  confidence  without 
bloodshed  or  riot  speaks  for  itself. 
However,  it  also  reflects  a  worrisome  trend 
towards  an  increasing  acceptance  of  votes  of 
no  confidence  instead  of  reliance  on  the 
voice  of  the  people  at  the  general  elections. 
From  1975  to  1990,  there  have  been  16  votes 


'^See  Table  2  of  the  trends  in  PNG  Elections  in  Saf- 
fu,  "Political  Chronicle  1988,"  256. 

''in  1980,  the  Somare-led  coalition  government  was 
ousted  following  a  vote  of  no  confidence,  and  power 
was  transferred  to  a  new  parliamentary  coalition  led  by 
Julius  Chan  which  governed  until  mid- 1982.  Somare 
was  elected  again  at  the  general  election  in  1982  and 
again  toppled  by  Paias  Wingti  through  a  vote  of  no  con- 
fidence in  August  1985.  At  the  1987  general  election  to 
the  national  parliament,  Wingti  succeeded  in  retaining 
office,  with  the  support  of  54  votes  in  Parliament,  com- 
pared with  Somare  51.  In  July  1988,  Wingti  was  de- 
feated in  a  further  no  confidence  motion  by  58  votes  to 
50,  and  Namaliu,  who  had  replaced  Somare  as  leader  of 
Pangu  Pati,  took  office  as  Prime  Minister  until  July 
1991.  See  Premdas  and  Sleeves,  "National  Elections," 
991;  David  Hegarty,  "Papua  New  Guinea  in  1988:  Poli- 
tical Crossroads?, "/l5/a«  Survey  XXIX,  no.  2  (Fe- 
bruary 1989):  181;  Colonel  Colin  East,  "Papua  New 
Guinea:  A  Year  of  Crisis,"  Pacific  Defence  Reporter 
1990  and  Annual  Reference  Edition,  20-24. 


of  no  confidence  towards  the  government  in 
power,  the  last  one  was  in  November  1990. 
Another  interesting  phenomenon  since  1988 
is  that  it  has  become  a  precedence  for  the 
PNG  Prime  Minister  to  adjourn  the  PNG 
national  parliament  if  his  position  is  in 
danger  of  the  motion  of  no  confidence  from 
the  opposition  parties.  Wingti  introduced 
this  precedence  in  April  1988  following  a 
proposal  of  a  motion  of  no  confidence  by 
the  opposition  party.  Namaliu  also  ad- 
journed the  parliament  twice,  one  in  March 
1989  up  to  July  1989  and  the  second  one 
from  November  1990  to  July  1991.^  The 
present  political  system  puts  a  low  premium 
on  the  importance  and  influence  of  political 
parties  in  PNG  societies. 

Military  Roles  and  Civil-Military  Re- 
lations in  Papua  New  Guinea 

The  Papua  New  Guinea  Defence  Force 
(PNGDF)  consists  of  some  3,500  uniformed 
personnel  divided  into  Army  (3,100  person- 
nel). Navy  (300)  and  Air  Force  ,(140)  and 
described  as  Land,  Maritime  and  Air  ele- 
ments.^' All  the  services  came  under  an  in- 
tegrated command.  The  force  is  commanded 
by  a  Brigadier-General  with  its  headquarters 
in  the  National  Capital  of  Port  Moresby  and 
with  other  major  military  bases  located  at 
Lae,  Wewak  and  Manus,  and  also  minor 
military  bases  at  Vanimo  and  Kiunga.  Six 
Colonels  below  the  Commander  were  in 
charge  of  headquarters  functions  such  as 
operations,  personnel,  and  logistics  while  Lt. 
Colonels  were  in  charge  of  the  operational 
units,  such  as  the  infantry  battallions,  the  air 


(>°The  Australian,    9  November  1990. 
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transport  squadron  and  the  patrol  boat 
squadron. 

Historically,  the  present  PNGDF  had  ac- 
tually been  part  of  the  Australian  Defence 
Force  until  PNG' gained  its  independence  in 
1975.  During  the  war-time  period  of  the 
1940s,  the  Australian  army  in  New  Guinea 
recruited  63  Papua  New  Guineans  as  the  first 
company  of  the  Papua  Infantry  Battalion  in 
Port  Moresby  in  June 

1940.^2  ^ftgr  the  end 
of  World  War  II,  the  Papua  and  New  Guinea 
Infantry  Battalion  were  demobilised.  In  1951 
Australia  estabhshed  the  Pacific  Islands 
Regiment  (PIR)  in  PNG  as  part  of  the 
Australian  Army  which  became  the  embryo 
of  PNGDF.  The  establishment  of  the  PIR 
was  intended  primarily  as  part  of  the  Austra- 
lian defence  strategy. Ethnically,  Australia 
aimed  to  recruit  an  equal  number  of  people 
from  Papua,  the  New  Guinea  coast  and  New 
Guinea  Islands  -  in  short  to  detribalise,  to 
create  an  ethnically  integrated  force.  In  fact, 
however,  the  PIR  was  heavily  weighted 
towards  Papuan  NCOs,  mostly  from  what 
are  now  the  Central,  Gulf  and  Northern  pro- 
vinces. There  was  also  a  large  scale  Tolai 
(New  Guinea)  recruitment,  of  technicians. 
PIR  was  broadly  divided  between  Papuan 
and  New  Guineans,  and  the  officers  of  this 
two  groups  had  a  big  say  in  recruiting  their 
own  wantoks.  Highland  recruits  were  late 
on  the  scene. From  this  historical 
background,  it  is  not  surprising  that  today's 
PNGDF  was  dominated  by  mostly  ethnic 
Papuans,    followed   by   New  Guinean 

*^Hank  Nelson,  "Hold  the  Good  Name  of  the 
Soldier:  The  Discipline  of  Papuan  and  New  Guinea  In- 
fantry Battalions,  1940-1946,"  The  Journal  of  Pacific 
History  XV.  pt.,  4  (October  1980):  202-216. 

*¥eter  Hastings,  "Signs  of  Incurable  Malaise  in 
PNG,"  The  Sydney  Morning  Herald,  3  March  1989. 

"Ibid. 


Islanders. 

As  suggested  earlier,  geographical  loca- 
tion of  PNG  has  made  this  country  strate- 
gically important  to  the  Australian  govern- 
ment and  defence  planners  as  a  result  of 
Australia's  fears  of  the  domino  theory  of 
communist  expansion  southwards,  coupled 
with  "threats"  from  Indonesia.  Based  on 
Australia's  imagination  of  threats  from  the 
north,  during  the  1960s  Australia  built  up 
Army,  Air  and  Navy  units  in  PNG,  an  ex- 
pansion of  command  headquarters,  and  the 
provision  of  logistic  and  training  units.  The 
construction  of  military  barracks  in  Port 
Moresby,  Manus,  Lae  and  Wewak  indicated 
that  the  role  of  the  PIR  was  actually  geared 
up  for  defence  against  external  aggression 
from  the  north  rather  than  to  maintain  inter- 
nal security. Until  now  the  military  bar- 
racks were  spread  in  some  important  loca- 
tions in  Port  Moresby,  Lae,  Manus,  Wewak, 
Vanimo  and   Kiunga  and   not  spread 
throughout  the  country.  It  means  that  the 
function  of  the  defence  force  in  PNG  is  still 
orientated  towards  defence  of  the  country 
from  external  threats,  both  from  the  north 
and  from  Indonesia,  while  internal  security 
is  still  the  responsibility  of  the  Policy  Force 
(the  Royal  Papua  New  Guinea  Constabulary 
-  RPNGC).  However,  as  prescribed  by  the 
Constitutional  Planning  Committee  (the 
CPC),  ,the  orientation  of  the  PNGDF  is 
heavily  towards  an  internal  security  role  than 
external  defence.  In  accordance  with  the 
Constitution,  the  primary  functions  of  the 
PNGDF  are:  (a)  the  defence  of  Papua  New 
Guinea  against  external  aggression;  (b) 
Assistance  to  the  Royal  Papua  New  Guinea 
Constabulary  (RPNGC)  on  security  and  the 


"Colonel  Colin  East,  "PNGDF:  Colonial  Legacy, 
or  Independent  Force?,"  Pacific  Defence  Reporter 
(November  1985):  11-13  and  60. 
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maintenance  of  law  and  order;  (c)  Contribu- 
tion to  the  United  Nations  and  international 
commitments  entered  into  by  the  govern- 
ment; and  (d)  Civic  mission  activities  within 
the  framework  of  national  development. 
The  main  tasks  of  the  PNGDF,  as  directed 
by  the  National  Executive  Council  (NEC)  on 
8  February  1984  as  priority  functions,  are  to: 
(1)  Maintain  an  effective  "core  force"  to 
guard  against  external  threats;  (2)  Maintain 
the  security  of  the  nation's  international 
borders;  (3)  Implement  effective  maritime 
surveillance;  (4)  Carry  out  civic  mission 
tasks  as  and  when  required;  (5)  Co-ordinate 
relief  operations  in  the  event  of  natural 
disasters  and  civil  emergencies;  (6)  Assist  the 
Police  when  required  in  maintaining  the  in- 
ternal security  of  the  nation. These 
primary  functions  of  the  PNGDF  have  also 
been  endorsed  and  amplified  in  the  1988 
Defence  White  Paper.^^  In  fact,  as  the 
following  details  indicate,  the  PNGDF  plays 
an  unclear  role  in  PNG.  The  PNGDF  is  too 
small  to  defend  this  country  from  both  exter- 
nal and  internal  threats.  As  one  assumption 
said,  if  Indonesia  attack  PNG,  "the  PNGDF 
does  not  have  a  credible  conventional  role, 
unless  it  continues  functioning  tacitly  as  a 
forward  outpost  of  Australia  designed  to 
buy  time  in  the  event  of  an  Indonesian 
military  advance"  .^^  Another  assumption,  if 

««Ibid.,  12-13. 

^'Department  of  Defence,  Papua  New  Guinea 
Defence  White  Paper,  1988,  2. 

**This  assumption  is  widely  held  among  the  PNG 
elite.  Ted  Diro  articulated  this  back  in  1978  when  he  was 
the  Commander  of  the  PNGDF.  See  Yaw  Saffu, 
"Military  Roles  and  Relations  in  Papua  New  Guinea," 
paper  delivered  at  the  conference  on  The  Armed  Forces 
in  Asia  and  The  Pacific:  Prospects  for  the  1990s,  held 
in  Canberra,  30  November  -  1  December  1989,  by  The 
Department  of  Political  and  Social  Change,  Research 
School  of  Pacific  Studies,  The  Australian  National 
University,  pp.  7  and  28. 


secessionism  occur  spontaneously  in  more 
than  one  area  at  the  same  time,  it  is  impossi- 
ble for  the  PNGDF  to  stop  it.^^ 

There  must  be  some  reasons  why  the 
former  Australian  administration  and  the 
present  PNG  governments  have  promoted  a 
policy  to  keep  the  PNGDF  as  small  as  possi- 
ble. During  the  transition  period  prior  to  in- 
dependence, the  PNGDF,  especially  the  Ar- 
my, was  an  unpopular  institution  in  PNG. 
Many  of  the  newer  generation  of  civil  ser- 
vants and  university  students  suspected  the 
army  would  become  a  possible  contender  for 
political  power.^^ 

From  the  historical  perspective,  the 
PNGDF  also  had  no  role  in  the  decolonisa- 
tion process  of  this  country.  As  mentioned 
earlier,  PNG  gained  its  independence  from 
Australia  peacefully.  A  PNG  observer.  Yaw 
Saffu,  wrote  in  1989: 

Australia's  smart  decolonization  footwork  deprived 
PNG  of  even  a  decent  nationalist  struggle.  There 
was  no  really  large,  country-wide  nationalist  party 
with  depth  in  society  and  a  place  in  the  hearts  of  the 
masses,  let  alone  a  nationalist  guerilla  army.  Thus, 
the  military  has  no  legendary,  heroic  past  to  exploit 
in  its  contest  with  civilian  institutions  for  power,  un- 
like, for  instance,  the  neighbouring  Indonesian  ar- 
my. Its  one  brief  period  of  glory  occurred  after  inde- 
pendence, when  it  helped  Vanuatu  put  down  a  se- 
cessionist bid  in  1980.^' 

Australia  departed  its  colony  leaving  behind 
a  three-battalion  army  (two  active,  one  on 
paper),  replete  with  equipment,  Australian 
Army  doctrine  and  some  of  the  finest  tro- 
pical military  barracks  in  the  world.  Austra- 
lia did  not  want  to  establish  the  third  bat- 
talion on  the  ground  that  "a  large  New 

^'Hastings,  Problems  and  Prospects,  158-168. 
'"Ibid.,  157. 

''Saffu,  "Military  Roles,"  2. 
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Guinea  'army'  might  get  exaggerated  ideas 
as  to  its  future  role  and  powers"  7^  It  meant 
that  the  AustraHan  government  was  afraid 
that  if  the  PNGDF  became  too  strong,  it  will 
endanger  the  civilian  government  in  PNG 
with  a  future  military  coup.  In  1973,  the  then 
Australian  Minister  for  External  Territories, 
Bill  Morrison,  indicated  to  dismember  one 
of  the  two  battalions  and  transfer  some  or  all 
of  its  members  to  form  a  Police  Field  Securi- 
ty Force^^  The  PNGDF  inherited  at  in- 
dependence consisted  of  3,681  military  per- 
sonnel divided  among  an  army,  a  navy  and 
an  air  forced'*  The  figures  are  not  so  dif- 
ferent from  the  latest  figures  as  mentioned 
earlier.  In  fact,  the  total  amount  of  military 
personnel  in  PNG  have  decreased  since  in- 
dependence. In  September  1983,  the  Cabinet 
ministerial  review  committee  under  Deputy 
Prime  Minister  Paias  Wingti  adopted  a 
recommendation  for  a  defence  force  ceiling 
of  3,050  uniformed  personnel,  including  300 
trainees,  a  reduction  of  500,  and  proposed 
relocating  several  units  away  from  Port  Mo- 
resby. The  Cabinet  decision  was  seen  by  Yaw 
Saffu  as  "the  civilian  authorities'  undeclared 
war  of  attrition  on  the  military".''^  On  the 
one  hand,  the  Cabinet  decision  to  disperse 
military  units  to  northern  and  border  areas 
seemed  to  increase  the  external  function  of 
the  PNGDF.  On  the  other  hand,  however, 
this  decision  was  also  increasing  the  dif- 
ficulties for  would-be  coup  makers.  Only 


'^Hastings,  Problems  and  Prospects,  157. 
"Ibid. 

■'''Paul  Mench,  The  Roles  of  the  Papua  New  Guinea 
Defence  Force  (Canberra:  ANU,  Development  Studies 
Centre  Monograph  2,  1976)  as  quoted  by  Saffu, 
"Military  Roles,"  2. 

■''Saffu,  ibid.,  4-6;  see  also  Peter  King,  "Papua  New 
Guinea  in  1983:  Pangu  Consolidates,"  Asian  Survey 
XXIV,  no.  2  (February  1984):  164. 


after  the  PNGDF  met  with  some  difficulties 
in  solving  the  Bougainville  problem,  the 
Namaliu  government  decided  in  1990  to  ex- 
pand its  military  personnel.  In  fact,  the 
PNGDF  found  itself  "undermanned,  under- 
trained  and  outflanked  in  its  military  opera- 
tion to  control  a  rag-tag  secessionist 
rebellion  on  Bougainville  island". With 
the  help  of  the  Australian  Defence  Force,  the 
PNGDF  trained  450  new  soldiers  out  of  692 
recruits  between  September  1990  to  June 
1991.  They  will  be  trained  once  again  under 
Australian  discipline  and  expertise,  under 
the  instructors  from  the  Brisbane-based 
8th/9th  Battalion  of  Royal  Australian 
Rangers  at  Goldie  River,  north  of  Port 
Moresby. 

PNG  inherited  the  Australian  model  of 
civil-milit-^ry  relations.  Indeed,  a  military 
observer  held  that  discipline  in  the  PNGDF 
was  stricter  and  the  scope  of  military  regula- 
tions in  PNG  more  comprehensive  than  in 
Australia. The  CPC  put  the  military  firmly 
under  the  civilian  cabinet  and  gave  it  no 
unusual  political  role.  The  PNG  Constitu- 
tion rather  than  giving  the  PNGDF  certain 
roles,  gives  the  civilian  government  the  right 
to  delegate  certain  roles  to  the  defence  force. 
The  PNGDF  takes  all  orders  from  the 
civilian  government,  even  the  cabinet  makes 
appointments  at  the  Lt.  Colonel  rank  and 
above,  by-passes  and  overrules  the  recom- 
mendations from  a  Defence  Council  which 
makes  up  of  the  Minister  for  Defence,  the 
Commander  of  PNGDF  and  the  civilian 
Secretary  of  the  Defence  Department.^'  It 
means  that  the  PNGDF  has  a  very  little  role 

'^^he  Australian,    4  September  1990. 
■'■'Ibid. 

'^Mench,  PNG  Defence  Force,  142. 
''Saffu,  "Military  Roles,"  8. 
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to  play  in  the  PNG  decision  making  process, 
except  in  providing  information  to  the 
government  from  the  military  intelligence 
sources  and  the  connection  between  the 
PNGDF  and  the  PNG  Department  of 
Foreign  Affairs  and  Trade  (DFAT)  through 
the  Division  of  Defence  and  Border  Ad- 
ministration at  the  DFAT. 

There  has  also  been  a  tradition  of  poli- 
tisation  by  the  civilian  government  in  ap- 
pointing the  Commander  of  the  PNGDF. 
When  the  first  Commander  of  PNGDF,  Ted 
Diro,  resigned  in  1981  in  order  to  contest  the 
1982  general  elections,  he  was  replaced  by 
one  of  the  three  senior  officers,  Colonel 
Gagao  Mamae,^°  although  Ken  Noga  was 
actually  the  most  senior  officer  in  the 
PNGDF  after  Ted  Diro.  One  of  the  reasons 
in  appointing  Colonel  Gagao  Mamae  was 
apparently  due  to  Diro's  personal  an- 
tiphaties  towards  Ken  Noga.  However,  the 
most  important  reason  was  that  the  Chan 
government  appointed  Gagao  Mamae  be- 
cause Ken  Noga  had  unsuccessfully  con- 
tested in- the- 1977  elections  as  a  pro-Pangu 
candidate.  In  turn,  when  Somare's  Pangu 
returned  to  power  in  1982,  the  government 
moved  to  replace  Gagao  Mamae,  only 
halfway  through  his  term,  with  Col.  Ken 
Noga.  Mamae  resigned  from?  the  PNGDF 
and  immediately  joined  Julius  Chan's  PPP 
office  as  an  Executive  Officer.  He  was  un- 
successful to  contest  in  the  1987  elections 
under  the  banner  of  PPP,  and  continued  his 
work  for  Sir  Julius  Chan.  In  November 
1985,  Paias  Wingti  became  the  third  PNG 

^"The  other  two  senior  officers  were  Colonel  Ken 
Noga  and  Colonel  Tony  Huai.  Any  colonels  who  were 
appointed  as  the  Commander  of  the  PNGDF  were  pro- 
moted his  rank  to  be  Brigadier  General.  At  the  begin- 
ning of  1985,  Col.  Tony  Huai  publicly  criticized  the 
government's  handling  of  the  Defence  Force  and  re- 
signed. He  then  also  joined  the  Julius  Chan's  PPP. 


Prime  Minister  after  a  successful  vote  of  no 
confidence,  and  Julius  Chan  became  Deputy 
Prime  Minister.  Julius  Chan  felt  uncomfor- 
table with  Ken  Noga  and  removed  him  as 
Commander  and  replaced  him  with  Tony 
Huai.  The  Defence  Department  argued 
against  the  appointment  because  technically 
Tony  Huai  was  not  even  an  officer.  There 
was  also  a  certain  degree  of  resistance  to  the 
appointment  by  top  officers,  but  the  govern- 
ment sticked  with  its  decision  because  Tony 
Huai  was  a  PPP  officer.  At  the  end  of  1987 
Tony  Huai  was  replaced.  Pohtical  partisan- 
ship still  played  an  important  role  in  top 
PNGDF  appointments.  Tony  Huai  was 
replaced  by  Col.  Rochus  Lokinap,  the  first 
non-Papuan  to  the  position,  a  New  Irelander 
from  Julius  Chan's  Namatanai  constituency. 
Since  then,  the  supremacy  of  Papuan  in  the 
PNGDF  has  been  at  stake.  Diro,  Mamae, 
Noga  and  Huai  were  all  Papuans,  and  now 
there  will  be  a  struggle  for  regional 
supremacy  between  Papuans  and  the  New 
Guinea  Islanders  for  top  position  job  in  the 
PNGDF. Continued  use  of  the  criterion  of 
political  suitability  for  appointment  and  pro- 
motion of  the  Commander  of  the  PNGDF, 
rather  than  competence  and  seniority,  could 
become  a  source  of  officer  dissatisfaction 
towards  the  government. 

Issues  of  Military  Coups 

Apart  from  that,  there  have  been  fre- 
quent military  dissatisfactions  towards  the 
civilian  governments  as  a  result  of  the  go- 
vernment political  interference  in  military 
operations  and  the  government's  negligence 
of  the  economic  welfare  of  its  armed  forces 


^'An  excellent  account  on  this  subject  was  in  Saffu, 
"Military  Roles,"  14-15. 


PNG'S  HISTORY 


395 


personnels.  In  other  words,  there  have  been 
a  number  of  incidents  in  civil-military  re- 
lations since  PNG  independence.  These  in- 
cidents have  aroused  the  issues  of  military 
coup  in  PNG. 

The  first  prominent  incident  occurred  in 
1977  which  was  known  as  the  "Diro  Af- 
fair". In  August  1977  there  was  an  issue  of 
military  coup  because  the  then  PNGDF 
Commander,  Ted  Diro,  would  be  sacked  by 
the  government  because  of  his  secret  meeting 
with  one  of  the  OPM  leaders,  Seth 
Rumkorem  at  the  Moem  military  barracks  in 
Wewak.  The  OPM  issue  has  always  been  a 
very  sensitive  issue  for  any  PNG  govern- 
ment. Diro  explained  that  he  was  not  sym- 
pathetic to  Rumkorem  and  just  trying  to 
gather  first  hand  information  on  OPM  ac- 
tivities in  the  border  area.  He  also  claimed  he 
briefed  the  Minister  for  Defence  concerning 
this  meeting. Diroisought  and  obtained 
from  his  senior  officiers  a  pledge  of  loyalty 
to  himself  as  commander  and  then  issued  a 
belligerent  warning  to  Prime  Minister  So- 
mare:  "I  want  you  to  know  that  the  force 
is  becoming  sick  to  death  of  being  made  a 
political  football  by  certain  politicians  and 
ex-politicians".^^  Diro  and  his  officers  plan- 
ned a  military  operation,  codenamed  'Elec- 
tric Shock'  with  the  aim  to  occupy  the  Cen- 
tral Government  Office  at  Waigani  in  order 
to  push  the  Somare  government  to  act 
decisively  against  the  OPM.  Trial  runs  were 
done  in  jeeps  and  trucks  full  of  military  per- 
sonnel which  rumbled  through  the  capital 
after  midnight.  Somare  was  afraid  of  a 
military  coup  and  ordered  the  army's  rival, 

^^Robin  Osborne,  Indonesia  Secret  War:  The 
Guerilla  Struggle  in  Irian  Jaya  |  (Sydney:  Allen  and  Uh- 
win,  1985),  62-63. 

"David.  Hegarty,  "Political  Chronical  1978," 
402-403. 


the  police,  to  be  on  a  24  hour  stand-by,  to 
guard  the  house  of  government's  key  of- 
ficials, including  houses  of  some  Australians 
in  government  services.  The  coup  never  hap- 
pened because  Diro  was  not  sacked  but  only 
reprimanded  by  the  goviernment.^'* 

The  second  issue  of  military  coup  oc- 
curred in  PNG  just  after  the  Fijian  army 
under  Col.  Robuka  toppled  down  the  civilian 
government  of  Prime  Minister  Bavadra, 
which  was  dominated  by  ethnic  Indians,  in 
early  1987.  Quite  a  few  of  PNG's  MPs  were 
afraid  that  the  PNGDF  would  follow  its 
counterparts  in  Fiji.^^  The  military  coup 
issue  developed  during  1987/1988  when  the 
news  of  corruption  scandal  of  Ted  Diro  hit 
the  headlines  of  PNG  press  only  two  days 
after  the  election  of  the  Prime  Minister 
Wingti.  Di'-o  was  accused  of  being  corrupt 
when  he  was  in  the  position  of  Forest 
Minister  and  the  Minister  of  Foreign  Affairs 
and  Trade.^^  Diro  was  not  happy  with  the 
accusations  because  it  occurred  just  a  few 
days  after  he  supported  Wingti  for  Prime 
Ministership  with  his  Papuan  Block.  For  the 
second  time  since  1977,  Diro  fueled  rumours 
of  military  coup  and  said  in  parliament  that 
"I  have  been  one  of  the  experts  in  military 
coups  throughout  the  world  because  when 
were  at  the  college  (sic!),  I  made  it  my 
business   to  understand   military  coups 

^''Osborne,  Guerilla  Struggle  in  Irian  Jaya,  62-63. 
On  issues  of  military  coups  in  PNG,  see  also  Ikrar  Nusa 
Bhakti,  "Stabilitas  di  Papua  Nugini:  Antara  Kudeta 
Militer  dan  Kudeta  di  Parlemen"  ("Stability  in  Papua 
New  Guinea:  Between  Military  Coup  and  the  Coup  in 
Parliament"),  Kompas,  16  March  1989. 

^^Niugini  Nius,  16  dan  18'  May  1987. 

^*About  the  Diro's  Scandal,  see  David  Hegarty, 
"Muddling  Through  a  Reasonable  Short-term  Progno- 
sis," Pacific  Defence  Repofter\{OctobeT  1988):  25,  28 
and  61;  see  also  Saffu,  "PNG  Political  Chronicle 
1988,"  259-260. 
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throughout  Africa,  Asia  and  in  the  Latin 
American  countries",  and  claimed  that  all 
the  ingredients  for  a  coup  were  there  when 
the  country  was  in  crisis  and  that  he  was  not 
to  blame  for  it,  when  it  occurred. On  12 
November  1987,  the  then  PNG  Defence 
Minister,  James  Pokusai,  played  down  the 
possibility  of  military  coup  in  PNG  conten- 
ding that  the  PNGDF  personnel  came  from 
different  ethnic  background,  which  was 
quite  different  from  the  Fijian  army.^^  At 
the  end  of  1987,  rumours  of  military  coup 
increased  when  the  Wingti  government 
sacked  the  PNGDF  commander,  Tony  Huai. 
Three  senior  army  colonels  were  also 
dismissed  from  the  Defence  Force  in 
January  1988  on  grounds  of  "professional 
impropriety".  Like  Diro  and  Huai,  all  three 
were  from  the  Papuan  region.  The  sacking 
of  these  senior  army  colonels  caused 
dissatisfaction  among  the  Papuan  military 
officers  and  aroused  rumours  of  a  possible 
military  coup.^^  Like  the  first  rumolir,  this 
second  one  did  also  not  come  into  reality. 

Military  dissatisfaction  towards  the  ci- 
vilian authority  occurred  during  the  period 
of  June  1988  to  February  1989.  In  1987  the 
Wingti  cabinet  decided  to  close  down  Lae 
airport.  On  1  June  1988,  the  Minister  for 
Civil  Aviation,  Hugo  Berghuser,  decided  to 
relocate  all  air  traffic  facilities,  including  the 
air  wing  of  the  Defence  Force's  from  Lae 
airport  to  the  larger  Nadzab  strip  some  40 
kilometres  inland.  The  Defence  Force  did 
not  want  to  be  removed  from  Lae  airport, 
although  the  plan  to  remove  its  facilities  was 
part  of  the  implementation  of  the  1983  ca- 


^^Papua  New  Guinea,  Draft  Hansard,  13  Novem- 
ber 1987.  17. 

88ldem,  12  November  1987. 

*'Hegarty,  "Muddling  Through,"  28. 


binet  decision  to  relocate  several  units  of  the 
Armed  Forces  outside  Port  Moresby.  When 
Berghuser  threatened  to  demolish  the 
facilities  with  bulldozers,  the  Defence  Force 
authorities  flew  soldiers  from  Port  Moresby 
to  Lae  and  took  over  the  airport.  The  troops 
maintained  its  position  for  a  week  before  the 
commander  of  the  PNGDF,  Brig-General 
Rokus  Lokinap,  apologised  to  the  Prime 
Minister  and  his  troops  withdrew  to  bar- 
racks. When  Prime  Minister  Wingti  repri- 
manded him,  Brig-Gen.  Lokinap  washed  his 
hand  and  claimed  that  "certain  defence 
force  officers  went  beyond  my  lawful  in- 
structions".^^ It  is  still  unclear  who  actually 
ordered  the  troops  to  occupy  Lae  airport. 
Nevertheless,  Brig-Gen.  Lokinap  assured  the 
government  and  the  people  of  PNG  of  the 
forces'  undivided  loyalty.  This  assurance, 
however,  cannot  guarantee  the  loyalty  of  all 
military  personnel  towards  tfie  government 
because  indisciplinary  actions  of  the  troops, 
since  their  actions  in  Lae,  had  clearly 
become  a  serious  problem  in  the  PNGDF. 

Another  issue  of  military  coup  occurred 
in  PNG  when  some  400  troops  and  their 
followers  demonstrated  before  the  parlia- 
ment on  8  February  1989,  against  the  paucity 
of  a  pay  increase  they  had  just  received.  The 
salary  of  the  defence  force  personnel  had 
never  been  increased  since  PNG's  in- 
dependence in  1975.^'  On  the  one  hand,  this 
demonstration  can  be  regarded  as  an  expres- 
sion of  dissatisfaction  among  military  per- 
sonnel towards  the  government  who  never 


'"Ibid.;  see  also  Saffu,  "Military  Roles,"  16-17.- 

"Yaw  Saffu,  "Political  Chronicle  of  Papua  New 
Guinea,"  The  Australian  Journal  of  Politics  and 
History  36,  no.  2  (1990):  271-272;  see  also  Baile  Eric- 
son,  "Soldiers  Mutiny  Over  Pay  and  Conditions:  A 
Morale  Problem,"  Far  Eastern  Economic  Review,  23 
February  1989,  28. 
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paid  any  attention  to  the  welfare  of  their 
armed  forces.  On  the  other  hand,  however, 
it  had  increased  the  suspicion  of  the  govern- 
ment about  the  loyalty  of  its  military  forces. 

Prime  Minister  Rabbie  Namaliu  was 
afraid  of  this  situation  and  was  reported  that 
he  requested  the  Australian  Prime  Minister, 
Bob  Hawke,  via  telephone  to  send  Austra- 
lian troops  to  protect  the  PNG  government 
from  any  future  military  coup.  Bob  Hawke 
was  sympathetic  towards  Namaliu' s  re- 
quest.^ One  day  after  the  news  came  to  air, 
the  PNG  government  denied  that  it  had  re- 
quested military  assistance  from  Australia  in 
any  form.  The  PNG  Foreign  Minister, 
Michael  Somare,  criticised  and  accused  the 
Australian  media  of  "generating,  damaging 
and  exaggerating  reports  about  political 
events  in  PNG".^^  Whether  the  issue  of 
Namaliu's  request  was  true  or  not,  the  reali- 
ty was  that  the  government  was  very  con- 
cerned with  the  future  action  of  its  defence 
force  personnel.  Nevertheless,  it  was  still  far 
away  for  the  military  to  emerge  as  a  single 
united  force  with  the  intention  to  topple  the 
government.  Apart  from  that,  the  govern- 
ment was  still  clever  enough  to  divide  the 
forces  between  the  PNGDF  and  the  Police, 
who  sometimes  rivalled  each  other.  In  addi- 
tion to  that,  the  PNGDF  was  not  strong 
enough  to  take  over  the  government  because 
the  total  number  of  military  personnel  is  on- 
ly about  3,500  and  not  distributed  through- 
out the  country.  The  military  even  could  not 
solve  the  secessionist  movement  such  as  w;hat 
happened  in  Bougainville. 

It  is  worth  noting  that  the  first  attempted 

'^See  The  Sydney  Morning  Herald,  4  March  1989 
and  The  Australian,  1  and  2  March  1989. 

The  Age  and  The  Sydney  Morning  Herald,  both 
on  2  March  1989. 


coup  in  PNG  was  not  done  by  the  military 
but  by  the.  police  force.  During  the  early 
1990s,  military  and  police  force  were  not 
happy  with  the  government's  intervention 
and  restriction  on  military  action  to  solve  the 
Bougainville  separatist  movement.  Police 
Commissioner,  Paul  Tohian,  who  became  a 
commander  of  joint  forces  personnel  at 
Bougainville,  tried  to  incite  police  and 
defence  force  personnel  stationed  at  Murray 
and  Taurama  barracks  in  Port  Moresby  to 
take  over  the  government.  He  did  his  action 
under  the  influence  of  liquor.  As  a  matter  of 
fact,  only  few  police  personnel  supported  his 
action,  and  the  commander  of  the  PNGDF, 
Rokus  Lokinap,  told  his  officers  not  to 
follow  Tohian's  action  and  kept  their  loyalty 
to  the  Namaliu's  government. 

Until  now,  the  PNGDF  personnel  can  be 
regarded  as  still  being  loyal  to  the  civilian 
governments.  If  the  senior  military  officers 
want  to  be  active  in  politics  or  play  a  role  in 
the  decision-making  process,  they  have 
chosen  to  resign  and  contest  in  elections  ra- 
ther than  plot  to  overthrow  the  civilian  go- 
vernment. The  first  senior  military  officer 
who  started  this  tradition  and  stood  for 
Parliament  in  1977,  after  being  beaten  in 
vying  for  the  commander's  post  by  Ted  Diro 
in  1975.  Other  senior  officers,  like  Ted  Diro, 
Ken  Noga,  and  Gagao  Mamae  followed  this 
tradion.^^ 

So  far,  only  a  handful  of  former  military 
officers  had  been  successful  in  the  general 
elections,  such  as  Lowa,  Diro  and  Pokasui. 
Being  political  contestants,  their  success  in 
general  elections  depended  on  their  populari- 
ty in  their  own  electorates.  So  far,  the 


^'^The  Australian,  6  March  1990  and  The  Sydney 
Morning  Herald,  16  March  1990. 

'^Saffu,  "Military  Roles,"  23-24. 
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political  practice  in  PNG  had  given  them  a 
very  little  chance  to  win  in  the  general  elec- 
tions. To  be  elected  in  the  general  elections, 
political  contestants  should  at  least  be 
popular  in  their  community  and  have  ma- 
terial resources  to  be  given  to  their  elec- 
torates, live  and  help  the  people  in  their  elec- 
torates for  at  least  two  years. Unless  they 
are  so  wealthy  and  famous  in  their  elec- 
torate, especially  in  their  own  clan,  it  is 
almost  impossible  for  the  contestants  to  win 
in  the  elections.  One  of  the  means  to  get 
popular  support  for  the  army  is  through  a 
military  programme  of  Civic  Missions.  Un- 
fortunately, the  government  had  been  very 
reluctant  to  give  fund  for  this  civic  mission. 
The  government  preferred  to  give  the  so- 
called  "development  project  fund"  to  the 
MPs  who  belonged  to  the  government's 
coalition  parties,  especially  to  MPs  from  th? 
Prime  Minister's  party  rather  than  to  the 
military.  As  written  by  Saffu  in  1989,  "PNG 
governments  evidently  believe  they  got  more 
political  mileage  by  handing  out  funds  to 
MPs,  allegedly  for  development  projects, 
rather  than  channeling  the  funds  through  the 
military  for  civic  action  projects". 
Another  means  is  by  becoming  an  indepen- 
dent candidate  pro-one  big  political  party  or 
become  a  member  of  that  political  party, 
because  a  political  party  usually  has  good 
resources  and  is  well  organised  to  win  in  the 
general  elections.  Nevertheless,  as  men- 
tioned earlier,  this  also  depends  on  the  ac- 
tivity and  popularity  of  the  candidate  in  the 
electorate  at  least  two  years  prior  to  the 
general  elections. 


'*The  author  came  to  this  conclusion  from  his  con- 
servations with  some  Papua  New  Guineans  during  his 
field-trip  to  PNG  in  1987. 

'^A  good  account  on  civic  mission  programme  in 
PNG  is  in  Saffu,  "Military  Roles,"  9-10. 


Conclusion 

To  conclude  this  article  the  author  raise  a 
question  on  when  will  a  tradition  of  civilian 
supremacy  end?  To  date  there  have  been  so 
many  crisis  in  PNG,  especially  since  the 
general  elections  of  1987.  These  crisis  geared 
towards  a  serious  crisis  of  ungovernability, 
that  is  a  situation  where  the  PNG  leaders 
"choose  to  follow  the  grassroots,  rather 
than  attempting  to  lead  them,  in  matters  of 
compensation,  for  instance,  and  in  the  man- 
ner of  expressing  demands,  with  violence, 
and  in  total  disregard  of  law".^^  Unless  a  bi- 
partisan approach  is  adopted  to  prevent  the 
use  of  vote  of  no  confidence  frequently,  the 
government  and  the  opposition  will  only  be 
always  busy  with  the  idea  of  struggle  for 
power,  instead  of  with  the  idea  about  how  to 
develop  the  PNG  economy  properly.  If  the 
crisis  situation  continues,  it  is  still  possible 
that  the  PNGDF  will  take  over  the  govern- 
ment.' Nevertheless,  it  also  depends  on  some 
preconditions,  such  as:  the  PNGDF  has  to 
be  strong  enough  and  must  have  the  capa- 
bility to  govern  PNG;  there  should  be  cohe- 
sion in  the  army  (not  divided  between  the 
ethnic  loyalty);  there  must  be  no  rivalry  bet- 
ween the  PNGDF  and  the  Police;  and  the 
military  must  have  some  good  reasons  to 
topple  the  civilian  government,  so  that  the 
people  of  PNG  will  support  the  military  ap- 
paratus in  the  so-called  military  coup. 
However,  PNG  historical  legacy  has  made  it 
difficult  for  the  PNGDF  to  take  over  the 
power  of  the  civilian  government.  Unlike  its 
Indonesian  counterpart,  PNGDF  has  no  role 
in  the  decolonisation  process,  in  PNG,  so 
that  the  military  is  not  popular  in  PNG.  The 
failure  of  the  military  to  suppress  the  seces- 
sionist movement  in  Bougainville,  and  their 


''*lbid.,  24. 
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action  by  killing  the  rebels  and  many  inno- 
cent people  as  well  in  that  area  make  them 
more  unpopular  in  PNG.  Moreover,  it  is  still 
difficult  for  the  PNG  military  to  win  the 
heart  of  the  PNG  people  since  there  is  still 
very  little  chance  for  them  to  activate  their 
civic-mission  due  to  lack  of  fund.  It  is  very 
much  in  contrast  with  the  situation  in  Indo- 
nesia where  the  Indonesian  Armed  Forces 


(ABRI)  is  able  to  win  the  heart  of  the  people 
through  the  so-called  ABRI  Masuk  Desa. 
In  conclusion,  it  seems  that  it  is  still  faraway 
for  the  PNG  military  to  become  a  dominant 


ABRI  Masuk  Desa  (ABRI  Comes  Into  the 
Village):  policy  of  military  participating  in  village 
development  projects. 


Book  Reviews 


The  Javanese  Santris*  in  Minahasa 


The  descendants  of  Kyai  Modjo  ~  a  commander  during  the  Diponegoro  War  -  live  as 
Javanese  and  Santris  among  the  majority  of  the  Christian  Minahasa  community.  There 
is  no  social  conflict  which  is  generated  by  ethnic  difference. 


Kampung  Jawa  Tondano:  Religion  and 
Culture  Identity,  by  Tim  G.  Babcock.  Yo- 
gyakarta:  Gadjah  Mada  University  Press, 
1989,  328  pp.  This  review  article  by  Ruddy 
Agusyanto  is  translated  from  Tempo,  28 
August  1991,  p.  108. 


A country  which  has  no  racial  or  eth- 
nic problems  can  be  counted  with 
one's  fingers.  However,  various  an- 
thropological researches  have  proved  that  a 
"difference"  of  ethnic  identity  as  such  does 
not  generate  conflicts.  This  is  among  other 
things  demonstrated  by  the  G.  Babcock  team 
in  his  book  Kampung  Jawa  Tondano:  Reli- 
gion and  Cultural  Identity  (KJT=  Kampung 
Jawa  Tondano).  The  research  on  the  KJT 
community  in  Minahasa  was  conducted 


'Sanlris,  are  strict  adherents  of  Islam,  and  one 
of  the  variants  of  Islamic  religious  groups  as  categorized 
by  Clifford  Geertz. 


from  1974  until  1975,  and  appeared  as  a 
disertation  in  1981  at  Cornell  University,  in 
Ithaca,  New  York.  The  KJT  community  ac- 
cording to  that  research  constitutes  a  unique 
minority  group  in  Indonesia. 

Being  Javanese,  they  are  a  minority  in 
that  region.  But  because  Javanese  constitute 
a  majority  of  Indonesians,  they  are  in  the 
majority.  The  KJT  community  lives  in  a 
village  near  Tondano  City,  North  Sulawesi, 
among  predominantly  Christian  population. 
The  KJT  community  practice  Islam  rehgion 
and  still  adhere  to  the  Javanese  tradition  of 
their  ancestors,  namely  Kyai  Modjo  who  was 
one  of  Diponegoro's  commanders  -  and  his 
followers. 

Their  ('/T/Ty  history  is  really  note- 
worthy. Babcock  rightly  links  the  history  of 
the  KJT  community  life  to  their  religious  ac- 
tivities. Babcock,  like  Clifford  Geertz, 
points  out  the  importance  of  that  aspect  of 
their  life. 
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The  KJT  community  has  a  sufficiently 
high  economic  status,  being  a  community 
whose  services  and  work  are  needed.  They 
have  a  dynamic  life  style,  and  always  involv- 
ed in  large-scale  ajid  daring  activities.  Unlike 
the  Santris  in  Java,  the  KJT  community  is 
very  traditional  in  nature.  Their  religious 
practices,  such  as  the  transitional,  annual, 
and  healing/protection  rituals  contain 
elements  of  heterodoxy  and  syncreticism. 
Thus,  why  does  the  KJT  community  not  take 
a  reformer  attitude  which  is  logically  in  con- 
formity with  their  life  style?  It  is  the  answer 
to  this  question  that  Babcock  has  found  in 
their  history. 

For  more  that  one  century,  since  Kyai 
Modjo's  exile  in  1830  until  1974/1975,  the 
KJT  community  had  established  good  social 
relationship  with  their  neighbours  and  has 
been  partially  assimilated.  Their  houses  are 
built  in  the  Minahasa  style.  They  even 
amalgamated  with  the  Minahasa  community 
which  is  only  natural  since  Kyai  Modjo's 
followers  were  all  male.  However,  there  is 
one  thing  that  has  not  changed.  In  a  Chris- 
tian environment  they  maintain  their  Islamic 
faith  and  are  known  as  traditional  Moslems 
called  Santris. 

Babcock  has  proved  the  fact  mentioned 
above  using  the  santri-abangan-priyayi 
model  as  religious  variants  of  Islam.  Unlike 
the  research  conducted  by  Clifford  Geertz  in 
Java,  who  identified  the  three  religious 
variants  as  an  integral  social  system,  Bab- 
cock does  not  find  them  in  the  KJT  com- 
munity. There  are  no  abangan  and  pri- 
yayi  variants  among  Kyai  Modjo's  fol- 
lowers there. 

He  concludes  that  being  santri  has 
another  meaning  in  KJT.  The  variant  is  not 
only  an  attribute,  but  has  become  the  com- 


munity's identity.  However,  it  is  still  open  to 
question  whether  the  KJT  community  com- 
prises Javanese  moslems  or  moslem  Java- 
nese. They  have  often  done  away  with  their 
"  Javaneseness"  as  the  attribute  of  an  ethnic 
group,  especially  in  their  relationship  with 
the  Minahasa  community.  However,  does  it 
mean  that  santri  has  replaced  the  identity 
of  the  Javanese  ethnic  group  as  a  whole? 

The  identity  of  an  ethnic  group  will 
emerge  in  the  event  of  interaction  with 
another  ethnic  group.  Unfortunately,  Bab- 
cock does  not  further  elaborate  on  this  in- 
teraction. Accordingly  we  are  not  satisfied 
with  his  proposition  on  the  transformation 
of  ethnic  identity  from  Javanese  into 
Moslem. 

If  the  eth  nic  identity  of  the  KJT  com- 
munity has  transformed  into  Moslem,  any  of 
interaction  between  ethnic  groups  should  be 
defined  as  relationship  between  religious 
communities.  However,  in  reality  this  does 
not  happen.  The  KJT  community  often  in- 
vite members  of  other  ethnic  groups  in  their 
religious  activities.  They  show  off  the 
similarity  of  their  religion  to  them.  Never- 
theless, the  other  ethnic  groups  do  not 
become  Javanese  or  become  identical  with 
the  KJT  community. 

Interactions  between  ethnic  groups  hap- 
pen in  certain  situations.  The  social  situa- 
tions that  occur  at  a  market,  or  other 
economic  activities,  are  often  used  as  a 
means  for  interaction  between  ethnic  groups 
in  Indonesia.  The  situation  mentioned  above 
may  be  manipulated  politically,  so  that  this 
would  be  organised  by  a  bigger  social  struc- 
ture. The  KJT  community,  for  example, 
may  define  the  social  situation  of  trade  rela- 
tions as  a  relationship  between  two  religious 
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communities.  To  this  end  they  may  use  the 
social  structure  of  the  Indonesian  state. 

By  and  large,  Babcock's  research  is  very 
interesting.  He  expounds  how  a  minority 
group  attempts  to  maintain  its  ethnic  dif- 
ference to  their  advantage  by  manipulating 
its  identity  in  social  situations.  Unfortunate- 
ly, Babcock  goes  too  far  in  his  conclusion  ex- 
plained earlier  which  is  confusing. 


Aside  from  the  criticism  above,  this 
Canadian  researcher,  besides  exploring  the 
KJT  community  and  development  in  In- 
donesia, also  makes  a  study  on  China.  He 
gives  proof  that  inter-ethnic  conflicts  do  not 
originate  from  differences  of  identity.  Even 
the  Minahasa  community  has  had  conflicts 
with  the  KJT  community.  However,  the 
cause  was  not  their  being  Moslems  or 
Javanese. 


Communism,  Religion  and 
Revolt  in  Banten 


Communism,  Religion  and  Revolt  in  Ban- 
ten,  by  Michael  Charles  Williams  (Athens, 
Ohio:  Ohio  University,  Monograph  in  Inter- 
national Studies,  Southeast  Asia  Series  No. 
86,  1990),  xxxiv4-365  pp.  The  original 
review  article  by  Onghokham. 


M WILLIAMS,  the  author  of  the 
book  Communism,  Religion 
and  Revolt  in  Banten,  wsls  at- 
tracted to  his  subject  by  the  mixture  of  Islam 
and  Marxism.  This  is  indeed  an  important 
subject  on  which  we  will  comment  latter. 
The  reviewer  of  this  book  will  try  to  discuss 
M.  Williams'  book  through  the  region  of 
Banten  itself  as  a  source  of  revolt.  Williams 
has  done  this  to  some  extent  by  pointing  out 
the  long  animosity  between  Banten  and 


VOC  -Batavia  and  by  discussing  the  specific 
social  political  structures  of  colonial 
Banten  in  comparison  with  the  other  parts  of 
Java.  However,  in  this  review  this  aspect  will 
be  emphasized. 

Banten  was  much  more  a  rival  to  VOC 
Batavia  than  Mataram.  Banten  like  Batavia, 
was  a  trading  port.  It  invited  the  English 
East  India  Company  to  trade  which  (English 
East  India  Company)  the  VOC  drove  away 
during  the  17th.  century  from  Banten  by 
defeating  Banten  in  one  of  its  many  wars 
against  this  city  port.  The  only  memorable 
armed  conflict  with  Mataram,  which  was  in- 
land and  agrarian,  was  in  1628/1629  during 
the    failed    attacks    of   Sultan  Agung 


'VOC  (Vereenigde  Oost  Indische  Compagnie  = 
United  East  India  Company). 
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(1629-1643)  against  Batavia.  Batavia  nor 
Mataram  had  any  serious  quarrel  with  each 
other  unlike  the  rivalry  between  Batavia  and 
Banten. 

Banten  fell  under  VOC  domination  in 
1684  just  about  the  same  time  as  Mataram. 
Succession  problems,  conflicts  between  an 
aging  sultan  and  his  successor,  court  in- 
trigues and  factions  caused  it  to  fall  under 
VOC  domination  just  like  Mataram.  Indeed, 
the  colonial  powers  did  not  need  much  to 
create  a  divide  and  rule  'policy.  Politics  in 
our  royal  courts  provided  enough  material 
for  such  a  policy.  Here  though  all  further 
comparisons  with  the  history  of  Mataram 
ended. 

Agrarian  Mataram  was  basically  an  ally 
of  the  Dutch  and  Dutch  domination  over 
Mataram  grew  more  out  of  treaties  rather 
than  through  war.  Royal  powers  in  Central 
Java  principalities  had  to  be  bolstered  by  the 
Dutch  and  they  were.  Banten  was  always  a 
commercial  river  and  basically  an  enemy  of 
the  VOC.  In  the  1808,  the  sultan's  power  in 
Banten  was  curbed  and  he  became  a  figure- 
head. In  1832  the  Dutch  finally  abolished  the 
sultanate  and  send  the  royal  family  into  exile 
out  of  Banten  to  Surabaya.  In  Central  Java 
the  Dutch  left  the  royal  institutions  as  they 
were.  Or  why  could  not  the  Dutch  left  the 
Banten  royal  family  in  their  palace  as  heads 
of  family  and  nobility  as  they  did  with  the 
Ceribon  princes?  The  princes  ceased  to  exist 
as  heads  of  political  institutions  but  re- 
mained the  arbiters  of  adal  and  religion. 
The  Ceribon  princes  continue  to  hold  their 
princely  titles.  Obviously  it  was  because  the 
Bantenese  sultanate  and  Banten  were  much 
more  important  politically  and  socially. 

In  short  the  Dutch  treated  Banten  as 
enemy  and  the  area  as  enemy  territory  if  not 


as  under  "foreign"  occupation.  The  Dutch, 
with  a  few  exceptions,  recruited  office 
holders  for  the  colonial  pangreh-praja 
(native  administration)  from  outside  Banten, 
namely  from  the  Priangan.  The  Priangan 
was  relatively  prosperous  region  and  its  pri- 
yayi  (upper  middle  class)  enjoyed  excep- 
tionally high  incomes  from  the  forced 
cultivation  of  coffee  and  tea.  More  impor- 
tant the  Priangan  priyayi  were  one  of  the 
oldest  and  heredity  local  priyayi  allied  since 
the  later  part  of  the  17th.  century  to  the 
VOC.  The  Priangan  priyayi  holding  office 
in  Banten,  where  there  was  no  cultivation 
system  and  few  colonial  plantations  with 
rich  bonuses  for  office-holders  made  the 
more  rapacious  towards  the  Banten  peasan- 
try than  they  would  have  been  elsewhere. 

Perhaps  nowhere,  in  Java,  Madura  or  in 
any  other  part  of  the  Indonesian  Ar- 
chipelago, with  the  exception  of  Aceh,  did 
the  Dutch  set  aside  the  local  ruling  elite  so 
much  as  in  Banten.  Even  in  Aceh  the  Dutch 
had  to  make  the  nobility  (hule-balang)  its 
allies  in  order  to  face  the  hostility  of 
the  Ulamas  (moslem  leaders).  Outside  of 
the  Indonesian  Archipelago  and  Dutch  rule, 
Burma  is  the  only  example  I  can  think  of, 
which  having  had  the  same  treatment  by 
British  imperialism  as  Banten  had  under  the 
Dutch.  Within  the  Indonesian  Archipelago 
and  within  the  Netherlands  Indies  probably 
only  Banten  on  the  island  of  Java  and  Aceh 
in  North  Sumatra  have  had  some  com- 
parable experience  of  colonial  rule. 

Banten  and  Aceh  would  be  for  the  Ne- 
therlands Indies  what  the  "Irish  Question" 
is"  to  the  United  Kingdom.  These  regions 
fought  the  central  government  of  the  empire 
for  over  hundred  years.  The  Irish  fought 
their  battles  for  three  centuries  and  are  still 
doing  it.  The  Netherlands  was  consequently 
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of  a  much  shorter  duration.  Perpetual 
rebellions  and  oppositions  had  deep  effects 
on  those  societies  and  its  individuals  which 
have  their  own  dynamism  and  routine  of 
production  like  governments  or  other  in- 
stitutions. 

As  M.  Williams  pointed  put,  between 
1810-1870  alone  there  were  no  fewer  than 
nineteen  recorded  uprisings.  The  rebellions 
were  not  sporadic  but  general,  endemic  and 
symptomatic,  the  Dutch  described  them.  The 
Cilegon  revolt  of  1888  was  the  most  wide 
spread,  bloodiest  and.  most  serious  as  a 
threat  to  the  government.  However,  most  of 
them  were  of  a  local  nature,  relatively  easy 
(in  the  Cilegon  case  a  few  weeks  or  months) 
and  lacked  "modern"  capacities  of  revolt, 
as  M.  Williams  said. 

Leadership  and  elements  of  the  revolts: ' 
Cilegon  in  1888,  Islam  --  Communist  1926 
and  in  1945  were  basically  "Old  Banten", 
pre-colonial  and  of  sultanate.  Nobility  in 
Banten  meant  descendants  of  the  Banten 
sultanate  and  office  holders  of  the  sultanate. 
The  religious  leaders,  or  Ulamas,  were 
another  section  of  Bantenese  society  to  pro- 
vide leadership  for  revolts.  The  common 
cause  between  nobility  and  religious  leader- 
ship, including  the  charisma  of  the  abolished 
and  exiled  sultanate  in  Banten,  seems  to  this 
reviewer  until  further  research  ~  to  be  the 
difference  between  Banten  resistance  and 
that  of  Aceh. 

As  represented  in  historical  writing  and 
scholarship,  the  Aceh  sultanate  never  really 
meant  anything  in  1870.  Its  destruction  by 
the  Dutch  was  final.  Leadership  of  resistance 
against  the  Dutch  was  centred  around  the 
Ulama  or  religious  leadership.  Aceh  nobles, 
the  Hule-balang  class,  were  between  two 
fires  encroaching  on  their  elite  status.  These 


two  sides  were,  on  the  one  hand  the  Ulamas 
and  on  the  other  hand  the  invading  Dutch. 
Hence  one  finds  Acehnese  nobles  jumping 
from  one  side  to  the  other.  Aceh,  though, 
one  must  not  forget,  lasted  much  longer  in 
glory  and  in  independent  existence  than 
Banten  or  probably  any  other  political  entity 
within  the  archipelago.  Social  and  regional 
consciousness  might  have  been  much  sharper 
in  Aceh  than  in  Banten.  With  a  weak 
sultanate  in  Aceh  then,  its  disappearance  by 
the  Dutch  leadership  was  taken  over  by  the 
ulama  class. 

In  Banten  the  old  local  nobility  lived  in 
the  villages  just  like  the  Ulamas.  The 
nobility  owned  land,  just  as  did  the  Banten 
peasantry.  This  was  another  distinctive 
feature  of  Banten  in  comparison  with  other 
parts  of.  Java.  The  peasantry  usually  owned 
land  and  the  number  of  tenants  was  very 
low.  From  studies  of  rural  area  we  know  that 
landowning  peasantry  felt  tax  burdens  and 
other  state  duties  much  more  than  non-land 
owning  peasants.  Landowning  peasants  were 
usually  more  restless  in  facing  central 
government  policies  than  no  landowning 
tenants. 

Another  important  feature  of  Bantenese 
society  was  the  rather  strong  Jawara, 
Jago  tradition  and  militant  bujangan 
young-man  associations.  Jawara  were  a 
sort  of  mafia,  a  protectionist  and  in- 
termediary institution  between  state  and 
society  useful  and  harmful  to  both.  Rather 
than  protective  a  "mafia"  might  seem  to  be 
extortionist,  a  tax  gathering  institution  and  a 
state  within  a  state  as  far  as  the  Netherlands 
Indies  government  was  concerned.  However, 
in  society  they  might  really  perform  a  task. 

The  strength  of  Jawara  and  militant 
young-man's  associations  in  Banten  as  fact 
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shows  that  Banten  was  relatively  not  well  in- 
tegrated within  the  Netherlands  Indies  cen- 
tral government  of  Batavia.  As  said  above, 
the  cultivation  system  in  Banten  failed  and 
colonial  plantations  never  succeeded  in 
Banten.  More  telling  was  that  during  the 
period  of  1945-1950,  the  time  of  revolution, 
Banten  was  not  occupied  by  Dutch  troops. 
Although  Banten  was  in  West- Java  which 
the  Dutch  made  their  priority  to  control, 
Banten  was  in  fact  not  important  eco- 
nomically since  it  had  no  plantations  and 
was  also  too  troublesome.  Banten  was  too 
peripheral  to  bother  the  Dutch  in  1945-1950. 

Peripheral  areas  or  border  regions  far 
from  the  main  centres  of  power  had  always 
been  trouble  spots.  They  include  Banten, 
Aceh,  the  hill  of  Burma,  Thailand  etc.  These 
areas  have  always  attracted  opponents  of 
states  in  politics,  and  economics.  In  the  mid 
1920s  we  have,  as  M.  Williams  puts  it,  the 
strangest  bed  fellows  Communist,  Ulamas, 
old  nobility  and  thieves  (=jawara)  allied 
against  the  Dutch.  Tan  Malaka  spent  his 
underground  years  during  the  Japanese  oc- 
cupation in  Banten,  and  in  1950,  remnants 
of  his  force  a.o.  Chaerul  Saleh  and  others 
tried  to  foment  trouble  for  Jakarta  making 
Banten  their  base.  Another  aspect  of  these 
regions  is  that  they  are  often  havens  where 
there  are  drug  dealers  and  peasants  growing 
poppies  because  politics  need  to  be  financed. 
Rebellion,  revolutions  and  politics,  Robin- 
hood  figures,  heroic  republican  (Indonesian) 
gun-runners,  and  opium  traffickers  in  1945- 
1950. 

However  Banten  as  well  as  Aceh,  were 
once  centres  of  power  in  their  own  right. 
Only  in  the  later  part  of  their  history  did  they 
become  regions  of  the  periphery,  ag- 
gravating problems  for  Batavia.  Banten 
through  out  history  perhaps  until  1950,  has 


been  shown  to  be  a  special  region  within  this 
island  world. 

M.  Williams  mainly  studied  one  revolt  of 
Banten,  that  of  1926,  however,  he  also  in- 
vestigated the  Cilegon  revolt  of  1888,  and 
the  Indonesian  revolution  in  Banten 
1945-1950.  From  the  point  of  view  of  revolu- 
tionary politics  or  politics  of  revolt,  they  are 
indeed  very  interesting  ones,  as  M.  Williams 
asserts. 

First,  there  were  rather  odd  bureaucratic 
politics  concerning  Banten.  Since  Banten 
was  a  difficult  and  peripheral  region  within 
the  Netherlands  Indies,  the  worst  officials 
were  sent  to  Banten.  Sometimes,  however, 
such  officials  could  produce  some 
remarkable  people  such  as  Multatuli,  who  as 
Resident  in  Banten  was  a  bad  official  but 
turned  out  to  become  the  greatest  Dutch 
literary  figure  in  Holland  and  founder  of 
modern  Dutch  literature.  The  great  Dutch 
scholar,  Snouck  Hurgronje,  was  attracted  to 
some  of  the  Banten  elites  such  as  the  Dja- 
jadiningrats.  The  there  was  the  longest 
lasting  Banten  Dutch  Resident,  Hardman. 
But  otherwise  Banten  was  left  in  the  hands 
of  the  remnants  of  the  Dutch  B.B.  (Euro- 
pean Civil  Service/Binnenlands  Bestuur). 

What  were  the  effects  of  badly  qualified 
B.B.  according  to  M.  Williams?  According 
to  Williams  they  led  to  conflicts  between  the 
best  qualified  pangreh-praja  such  as  the 
Djajadiningrats  and  others  with  the  Dutch 
B.B.  The  local  Bantenese  and  highly  quali- 
fied local  Banten  pangreh-praja  who  were 
under  the  protection  of  the  advisor  for 
native  affairs,  Snouck  Hurgronje  and  hence 
of  Batavia,  were  suspected  by  local  Dutch 
B.B.  It  was  in  fact  the  old  story  of  conflict 
between  specialised  brances  of  government 
often  intelligence  of  special  nature  and 
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routine  bureaucracy.  In  this  case  it  was  be- 
tween Snouck  Hurgronje  and  local  Dutch 
B.B.  Would  a  better  qualified  B.B.  have 
detected  the  declining  economic  conditions 
of  Banten,  as  M.  Williams  has  convincingly 
shown  us,  as  well  as  the  higher  tax  burdens 
on  Banten,  hence  increasing  hardships  on  ex- 
actly those  sectors  of  society  who  could  pro- 
test against  the  situation?  Hence  we  have  a 
fascinating  local  history  of  Banten  from  the 
end  of  the  19th  century  to  1926. 

M.  Williams,  in  his  concerns  for  the 
quality  of  the  Dutch  B.B.  in  Banten  has  in 
fact  shown  that  colonial  bureaucracy  such  as 
any  other  good  bureaucracy,  even  including 
the  traditional  Chinese  imperialist  bureau- 
cracy (M.  Wright),  questioned  the  quality  of 
the  bureaucrats  even  more  harshly  than  the 
rebels  or  their  protestors  against  systems. 
Responsibility  in  areas  of  great  unrest  was 
with  the  governors,  as  well  as  the  governed, 
the  central  government,  though,  was  respon- 
sible for  its  local  governors.  On  the  other 
hand,  rebel  leaders  and  protestors  were 
"punished"  too  in  the  traditional  systems. 

Finally,  there  was  another  great  revolt  in 
Banten  during  the  20  th  century.  This  was 
August,  1945  coinciding  with  the  national 
revolution,  and  it  succeeded.  As  M.  Wil- 
liams has  pointed  out  the  1888  Banten  or 
Cilegon  revolt  was  a  classical  traditional 
Banten  revolt  of  rural  elite:  a  dismantled  (de- 
sultanised)  nobility,  ulama,  jago  I  or  jawa- 
ra  (rural  bandit)  leaders.  In  the  20th  century 
with  Sarekat  Islam  and  Communism,  the 
traditional  discontented  rural  elite  became 


"modern",  meaning  that  the  revolts  had 
national  and  even  international  aspects. 
One  remarkable  phenomenon  was,  though, 
as  M.  Williams  also  points  out  that  Islamic 
Banten  rejected  Sarekat  Islam  and  embraced 
the  more  radical  programs  of  the  Com- 
munist during  the  1920s  and  hence,  create  an 
alliance  of  strange  bedfellows  of  nobi- 
lity, ulama.  communists  and  rural  bandits. 
In  1945  with  a  demoralised  state  aparatus 
because  of  the  Japanese  surrender  and  non- 
arrival  of  allies,  hence  creating  a  power 
vacuum  after  four  years  of  harsh  "pangreh 
praja- Japanese  occupation"  rule,  the  reac- 
tion   of   Bantenese   society   against  the 
establishment  was  harsher  and  more  non- 
discriminating about  local  Bantenese  pang- 
reh-praja  \or   outsider  pangreh  praja,  all 
were  enemies.  Pangreh-praja  impositions  on 
rural  society  on  behalf  of  the  Japanese  oc- 
cupation forces,  alienated  them  from  the 
people  of  Banten  much  further  from  the 
whole  pangreh-praja  regardless  of  origin. 
In  1945,  it  was,  as  M.  Williams  puts  it,  rural 
society  versus  government  regardless  of  the 
ethnic  origins  of  the  power  holders.  In  the 
reviewer's  opinion,  M.  Williams  rather  ir- 
relevantly, states  "...  that  it  was  not  the  con- 
flict between  lord  and  peasant  (in  Banten)". 
Struggles   in    Banten   were   not  between 
"'lords"-landowners  versus  landless  peasan- 
try, that  is  true.  However,  a  conflict  and 
struggle  between  an  officialdom  with  salary, 
lands  or  actual  salaries,  can  offer  as  much  as 
conflict  as  Banten  has  shown  in  the  form  of  a 
Lord-peasants  conflict,  as  scholarly  writing 
has  shown.  As  far  as  Banten  was  concerned 
the  government/  pangreh-praja   was  the 
Lord. 
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